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MERCOID CONTROLS 


have all these qualifications. They 
are not only afirst choice, but 4 
must in many war production 


plants % There must be a reason. 
Remember- they are the only 
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automatic controls on the market 
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On Guard Against Wasted Gas 


Vv 


ified by A. G. A. 

ting Laboratory. 
Y,” up. Descrip- 
folders supplied 
for your trade. 
for Catalog 

Prices on Barber 
sion and Ap- 
Burners, and 
lors. 


NE of the simplest and most positive gas pressure control 

devices on the market is a Barber Pressure Regulator. 
Many thousands of these regulators have given long and fault- 
less service. Materials and workmanship on bodies, working 
parts, springs, and diaphragms are the finest obtainable. Exact 
reaction to minor pressure variations means constant fuel 
economy and better performance from any gas appliance. 


Today saving of gas is a vital concern everywhere. A depend- 
able pressure regulator is always on guard against waste. On 
appliances you sell, make, sponsor or service—you can safely 
recommend Barber Regulators with absolute confidence in 
their reliability. 


IARBER oncssuns REGULATORS 


r Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 
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Bator THREADING 


WITH Lea WORK 


with this direct- 
action, non-wobbling 





@ You see its advantages 
the minute you compare this 
No. IR with any other post- 
er threader. The quick-set 
fool-proof workholder saves 
you time—and no bushings 
to bother with. Handle pulls 
head and dies directly—no 
indirect action over work- 
holder—posts merely taper 
thread—no cockwobble, you 
thread faster with less. 
effort, better threads. Alloy 
or high-speed steel chaser 
dies for 1” to 
.2” pipe. A 
rugged steel- 
and-malleable 
tool at popu- 
lar price! If 
your Supply 
House is out 
of them, keep 

asking. 





*  WorK-SAVER PiPETools * 


THE RIDGE TOOL COMPANY - ELYRIA, OHIO, U.S. A. 
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Pages with the Editors 


RESIDENT Truman’s first comprehensive 

message to Congress since he assumed the 
highest office has provided a basis for some 
interesting commentary, as well as compari- 
son of Truman with his predecessor. The 
legislative program which President Truman 
put before Congress is certainly more than 
enough to keep it busy until the Christ- 
mas holidays. Indeed, sober judgment dic- 
tates that proportionately little more than a 
fraction of the entire program is likely to 
clear the legislative hurdles before the whistle 
blows on the first session of the Seventy-ninth 
Congress. 


It is noteworthy, however, that President 
Truman does not exhort or scold as President 
Roosevelt might have done, and did do, on 
numerous occasions. Truman merely listed 
the tasks which, in his opinion, are essential. 
On the whole, they comprise an agenda of re- 
form which bundles up completely pretty 
nearly the entire heritage of the New Deal. 
Here again it seems President Truman follows 
a more forthright procedure of throwing the 
whole works at Congress, at one time, instead 
of a series of piecemeal recommendations, 
judged on a more or less psychological basis 
for timing. 


VIEWED in its entirety, the Truman program 
is big enough and broad enough to make even 
an arch New Dealer’s eyes bulge. But Con- 
gress knows, as Ethel Barrymore used to say, 
“That's all there is, there isn’t any more.” One 
never knew in the old days of the New Deal 
when the last word was said. One never knew 
when another startling white rabbit would 
jump out of the chief executive’s hat. 


OBSERVERS are beginning to agree that the 
Truman approach is to recommend —to re- 
quest. Occasionally he urges. But the atti- 
tude is one of good will; Congress is treated 
as a partner who needs only to be told what is 
desirable. This, in effect, puts the responsi- 
bility for legislation on Congress. In the opin- 
ion of a good many experts on constitutional 
law—that is where it belongs. 


* 


HIs spectacle of Congress being in the sad- 
dle and having the last word on writing 
laws makes our mind flash back over a decade 
to the busy and somewhat hectic days of the 
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JAMES H. COLLINS 


They are still changing power cycles in 
California. 


(See Pace 431) 


early New Deal. In those days, Congress didn’t 
write very many laws for itself — not im- 
portant ones at least. Congress approved and 
occasionally amended. But the drafting was 
done about a mile away from Capitol Hill. 


THE legislative draftsmen, of whom the 
famous team of Corcoran and Cohen was per- 
haps the most industrious, not only wrote the 
laws to the crossing of “t’s” and dotting of 
“4’s,” but on occasion even lobbied their pas- 
sage through Congress. This was done, large- 
ly, by telephone calls to Capitol Hill, the gen- 
eral nature of which has long since been made 
public property. The field of operations for 
this busy corps of draftsmen was not even con- 
fined to the city of Washington. Not content 
with writing laws for Congress, it wrote quite 
a few “enabling” laws for the edification and 
approval of the state legislatures — “model 
laws,” as they were euphoniously called in 
those days. 


WE recall a group of about a dozen “model 
laws” which were drafted somewhere in the 
environs of the Interior Department and sent 
to nearly all of the state legislatures during 
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More Power for Mississippi 


Mississippi Power Company installing duplicate Riley Steam 
Generating Unit at Hattiesburg. 





Commonwealth and Southern Corporation has also placed order for a duplicate Riley 

unit for S. Carolina Power Co., Charleston, S. C., and have installed a duplicate Riley 

unit at the Pensacola plant of Gulf Power Co. Riley units are also installed at Peoria, 
Ill. and Evansville, Ind. plants. 
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Riley Steam Generating Unit 
Mississippi Power Co., Hattiesburg, Miss. 
230,000 Ibs./hr., 975 Ibs. design pressure. 900° F. Steam Temp. 


LEY woo: 


TOKER CORPORATION, WORCESTER, MASS. STEEL-CLAD INSULATED SETTINGS - FLUE GAS SCRUBBERS 
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8 PAGES WITH THE EDITORS (Continued) 


the biennial session of 1934. There was a 
“model law” for forming codperatives. There 
was a “model law” designed to enable munici- 
palities and other public divisions to avail 
themselves of Federal loans and grants. There 
was a “model law” on the issuance of revenue 
bonds; a “model law” on forming public util- 
ity districts. 


SEVERAL states, following the example of 
Mississippi, passed the whole set with little or 
no change. But most of the state legislatures 
picked and chose and made liberal revisions. 
This, despite the impression prevailing in some 
quarters that the best and quickest way to get 
generous Federal funds was to swallow the 
entire “model” strictly according to the direc- 
tions unofficially issued from drafting head- 
quarters in Washington. 


THESE memories recurred to us, simply by 
way of contrast, as we sat once more in the 
congressional gallery and heard an executive 
requesting Congress to write its own ticket 
along lines indicated. We wonder what has 
become of the busy band of legislative drafts- 
men who worked so prodigiously throughou: 
the thirties. Corcoran is practicing law (and 
very successfully too, from all accounts). 
Cohen has retired to the higher realm of in- 
ternational diplomacy as counselor for the 
State Department. But there were others in 
virtually every Cabinet department of the gov- 
ernment and many independent bureaus. They 
crammed the congressional hopper with bills, 
sometimes introduced without even having 
been read by the Congressmen who nominally 
sponsored them. Doubtless many are still on 
the public payroll. But probably none is writ- 
ing laws today unless he was fortunate 
enough to be elected to Congress, but we don’t 
know of any such instance. 


ERNEST R. ABRAMS 


Have you paid your neighbor’ 's electric 
bill yet? 


(See Pace 415) 
SEPT, 27, 1945 


ES, it was an interesting period—an experi- 

ence in our American democracy — when 
the executive branch and the legislative branch 
were almost merged for purposes of practical 
result. Doubtless much good law was written, 
and possibly some bad law, during this period. 
Some students of government may argue that 
such domination of the legislature was an in- 
evitable by-product of a crisis. Other more 
cynical students may suggest that an executive 
branch which has the power to declare for it- 
self, when there is a crisis, has an understand- 
able tendency to move from crisis to crisis. 


WHATEVER the merits of this argument, it is 
apparent from the Truman speech that we 
have now come back to the old-fashioned con- 
stitutional concept of three mutually exclusive 
branches of government. Whether the Su- 
preme Court, as head of the judiciary, will ex. 
ercise a greater latitude df independence will 
be seen during the coming term of the court, 
which opens in a few days. But it is clear that 
Congress is disposed to assume its full prerog- 
atives and that President Truman is practical- 
ly willing to have it that way. 


> 


6 mighty atom continues to occupy an 
impressive amount of space in the public 
print. Already a half-dozen bills on the sub- 
ject have been introduced in Congress and by 
the time this issue is in the hands of our sub- 
scribers perhaps a half-dozen more will have 
made their appearance. Experts continue to 
issue contradictory statements as to the feasi- 
bility of industrial applications of atomic en- 
ergy. And when experts fall out on such an 
occult subject, there is little for the layman 
to do beside trying to get a rough idea. 


In this issue we have an article by a writer 
of some years’ standing on business, mechan- 
ical, and scientific subjects. Ropert M. Hyatt 
of Santa Barbara, California, gives us his ver- 
sion of some possible applications of atomic 
energy in the article which begins on page 424. 


> 


E ames H. Cot.ins, veteran editor and author 
of business articles, who lives in Holly- 
wood, California, gives us a novel approach to 
a well-known subject in his article entitled 
“Dropping an Old Spanish Custom,” which be- 


gins on page 431. Ernest R. ABRAMS, whose 

article on “Public Power at Expense of Fed- 

eral Taxpayers” begins on page 415, is a finan- 

cial and business writer living in New York 

poe whose articles’ frequently appear in this 
lication. 


THe next number of this magazine will be 
out October 11th. 


A, Gdlllttre- 
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HE frees utilities from 
the “drag” of idle facts 


Unless they function effec- 
tively as controls, records 
are a mere history of cus- 
tomers, meters, appliance 
sales, etc. Such records fail 
Yo indicate in themselves what 
action should be taken, and 
when. 

Sight analysis, made pos- 
sible by the development of 
Kardex charting signal con- 
trol, is saving valuable man- 
hours every day because 
officials called in the Systems 
Utility Technician. 

While providing the all- 


K ARDEX 


important control, this man 
also knows how to simplify 
and consolidate utility rec- 
ords. He can design them to 
eliminate waste effort, house 
them for faster, easier refer- 
ence, protect them from fire 
at the point of use. 

Through experience inter- 
changed with fellow-speci- 
alists, he is familar with the 
most modern utility record- 
controls. 

Inquire today through 
our nearest Branch Office, 
or write to us at New York. 
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HE recommended centraliz- 
ing customer records to improve 
service, reduce costs, furnish more 
effective controls. Kardex Visible 
Customer Service Record pro- 
vides fast reference, speeds ‘okies 
and handling of service orders, 
prevents errors, controls shut-offs. 
Customer History Record com- 
bines credit and collection data, 
makes collections selective, builds 
good-will. 


HE introduced economies 
through the Unit Pian of Book- 
keeping. Consumers Power Co. 
accounts are divided into groups. 
Meter books and ledgers are 
housed in Remington Rand Safe- 
Desks for certified fire protection 
at point of use. The flow of work 
remains constant... peaks and de- 
lays are ended. Inquiries handled 
faster. Efficiency and accuracy are 
increased, labor saved. 





HE helped increase equip- 
ment utilization with Kardex. 
In adopting Kardex Visible Sys- 
tems for more effective record 
controls and lower operatingcosts, 
this company installeda Meterand 
Transformer History Record for 
easy, rapid reference to location 
and status of all owned meters. 
Kardex also serves as a property 
record, protected from wear, loss 
and misfiling. 





SYSTEMS DIVISION 


% 
of course- 


4 REMINGTON RAND 


315 Fourth Avenue, 


(errant 1868, Btmmeron 


w York 10, N.Y. 
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Various regulatory rulings by courts and commissions reported in full text, 
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(ULCAN AUTOMATIC VALVED SOOT BLOWERS 


THE VULCAN AUTOMATIC VALVED HEAD, MODEL LG-2, was developed 
some 12 years ago as a result of an exhaustive study of existing soot blower heads and their 
capability of meeting the new and severe conditions about to be imposed on them by the 
modern high pressure boiler. A new design, breaking tradition with the old-fashioned 
iow pressure ~ was indicated and the LG-2 head was designed with the foowing 

eatures in mind: 


(1) A head uni | in its applicati 

(2) A head economical in steam (or air) consumption 
(3) A heed easy to install 

(4) A head easy and simple to operate 

(5) A head low in maintenance and easy to service 





The use of a pilot for operating the valve in the head proved to be the key to the 
required design and marked a radical departure from the traditional head of low pressure 
days. A single chain operating through a geer reduction revolves the element and, by 
means of stops at the end of the blowing arc, moves the pilot to open and close the valve 
in the head. 

This design makes the LG-2 head universal in its application. The pilot operated valve 
permits the heed not only to be used on low pressures but alsé on pressures up to 15) 
pounds. Opening the valve in the head against high pressure, the bug-a-boo of most 
soot blower owe 4 is no problem with thé Vulcan Read as the steam pressure does the 
job, the operator merely having to move the small pilot valve. 

Operators prefer the LG-2 head after using other heads because of its simple and easy 
operation. The enclosed cut steel gear and alloy pinion, the self lubricated special shaft 
bearings, and the enclosed ball bearing taking the steam thrust as well as the radial loed 
all make for frictionless operation. Element binding and warping are prevented by the 
underarm support which balances the weight of the head and piping against an adjustable 

Gover Removed and Valeo spring, without any cantilever effect on the element and permits the element to float inside 
Ports Ex d the wall sleeve. A ball and Speer pe ome in the sleeve prevents element strains by allowing 
ee relative motion of the setting and element and, at the seme time, keeps the setting tight. 

The interests of the contractor and boiler erector have not been overlooked in the 
design of the LG-2 head. It is, perhaps, the easiest head to install. Because of the flanged 


Write for New Catalog connection between the element and the head, the assembly of these parts in the field 


relatively simple 


VULCAN SOOT BLOWER CORPORATION 


Du Bois, Penna. 


<—temeee 
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Secretary of the Interior. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MOoNTAIGNE 





“Stratovision! That’s the proposed ‘atomic bomb’ of 
broadcasting.” 


* 


“Government spending need not be more inflationary 
than private spending if government debts result in em- 
ployment and production.” 


* 


“Perhaps the greatest of all threats to prosperity in the 
United States is the rigid character our economy has ac- 
quired, particularly as regards labor.” 


> 


“... the spending of $4,000,000,000 or $5,000,000,000 on 
a public works program to halt-a depression would be 
comparable to priming a pump with an eye dropper.” 


> 


“. . . only those public works should be authorized 
which are economically justifiable. The theory that public 
works are justified because they make jobs or that they 
afford any solution of serious unemployment is a fallacy.” 


> 


“This newspaper wishes that the Federal government 
had never entered the field of labor relations beyond the 
role of conciliator. The time may not be far off when 
some of our labor leaders will entertain the same wish, 
even though they may think it impolitic to voice it pub- 
licly.” 


“How are we going to defeat collectivism and drive its 
destructive ideas from our midst? ... The task is a large 
one but it can be accomplished by effective organization 
of freedom-loving individuals who are determined to see 
the cause of freedom maintained and strengthened in our 
land.” 


aa 


“A TVA, MVA, or any other VA will not solve the > 
problem [of soil conservation]. The building of most of 7 
the great government dams—dramatic and spectacular ~ 
from a publicity standpoint—often has flooded some of our ~ 
best bottom farm lands. ... The place for dams is in the 
little gullies on the farms, caused by erosion, and in the 
headwaters of small streams.” 


12 
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REMARKABLE REMARKS—( Continued) 
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“It’s [automobile radio] a step in the right directiog, 
And when television comes in, the wives of America will 
finally have 24-hour control over their husbands.” 


* 


“Sooner or later a community that makes unlimited 
consumption a political principle for unlimited govern- 
ment must end by consuming itself—its human capital 
along with its material resources.” 


aa 


“Attempts to control this [atomic] force by secrecy 
and limitation are foredoomed to failure. The real way 
to insure freedom from fear and suspicion is not negative 
restraints but rapid expansion.” 


* 


“The American people can do anything if you will tell 
them why, but you must tell them why. But they are never 
subordinate to the state, as in some other lands. The state 
does not control them; it comes to their assistance when 
they need it.” 

e 


“Let’s keep ‘reconversion’ as a technical term meaning 
‘retooling.’ Let’s keep the phrase ‘reconversion period’ to 
cover a length of time in which we get accustomed once 
more to being free from government controls. And let 
its use stop right there.” 


* 


“The Tennessee Valley Authority—which has operated 
with a seemingly bottomless pocketbook, filled with other 
people’s money—has expended in the few years of its ex- 
istence, on an area of approximately 40,000 square miles, 
nearly as much money as the Bureau of Reclamation has 
spent in more than forty years’ activities in 17 semiarid 
states.” 


> 


j 
t 
“Production is the key to honest retirement of the debt. 
Production is the only way that our government can reé- 
deem war bonds in hard dollars. Repudiation of these 
savings by questionable financial operations would be 
completely immoral. Tax adjustments which stimulate § 
production are the best protection our holders of govern- 
ment bonds can get.” 


>. 


“The belief that the government can and should per = 
manently maintain a predetermined volume of aggregate 
employment by fiscal ‘manipulations is, at best, an um 
tried hypothesis; and to make the guaranty of such em- 
ployment the basis of a permanent policy, with public 
credit and the soundness of the national currency among 
the ultimate stakes, would be to invite disaster.” 
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the Switching Equipment earn 
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DISCONNECTING SWITC 


INDOOR AND 
Along with the many years experience in solving 


the problems of switchgear manufacturing, R &IE has 

concentrated much of its attention on 
Metal Cubicle Work. Switch and bus Seamer sate 
terminal cubicles have been made to ac- 
commodate every condition for many years. 


INTERRUPTER SWITG 


A more recent development is the 
Interrupter Switch Cubicle as shown below. 
These are used as a high speed interrupter CUTOUTS AND 
device at a distribution load center or 1s THERMO-RUPTER 


part of a transformer unit. 


elow is shown one of the 
many production lines 
of interrupter switch and SWITCH OPERATI 
pothead cubicles. MECHANISMS 


aaa = open Be ee... 





SUBSTATIONS 


OPEN OR ENCLOSE 
ISOLATED PHASE 
HEAVY DUTY BUS 


KIRK INTERLOC 





SYSTEMS 
AUTOMATIC 
EQUIPMENT 
OIL and 
AIR FILLED METAL CUBICLE 


INTERRUPTER SWITCHES 


can be furnished with or without fuses, 
with any type of cable entrance. 


LWAY AND INDUSTRIAL ENGINEERING CO., GREENSBURG, PA. [RAAMaMianiaa 
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with another 400,000 lb. unit 


A C-E Steam Generating Unit, designed for a pres- 





sure of 975 psi, a total steam temperature of 900 F 
and a maximum steam capacity of 400,000 Ib. of 
steam per hr., was placed in service in 1942 by the 


Indianapolis Power & Light Company at their 


Ky 


JMBUSTION ENGINEERING CO., Inc. 
00 MADISON AVENUE NEW YORK 16, N. Y. 
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Harding Street Power Station. 


A duplicate unit has recently been ordered. 
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Don't let your Substations 


Tie you dow 


Here's another example of the greater 
adaptability to changing needs that you derive 
from standardization and repetitive manufac- 
ture of power apparatus. 

An inherent advantage of the unit substation 
is that it provides a true building-block approach 
to the problem of meeting expanding power 
requirements: Initially a single unit may be 
installed. Identical units can then be added as 
needed, interconnected to form a combination as 
economical and efficient as if the whole had 
been designed as one. 

With unit substations, there is no problem of 
substation obsolescence—due to feeder-circuit- 


hotest. 





@Duplex unit ists of two 
transformer ctions, two binati 
transformer secondary and feeder power 
circuit breakers, and a tie circuit breaker 
that is normally open. Should one in- 
coming line or transformer drop ovt, its 
secondary breaker will immediately open, 
and the tie breaker will automatically 
close. This provides two independent 
paths of power supply to each outgoing 
feeder. Various methods of linking two 
or more duplex units raise reliability 
levels even higher. 





breaker interrupting ratings becoming inad 
quate—as"@ennected transformer capacity 
increased. t's more, it’s relatively simp 
to relocate one or more unit substations, sho 
loads shift to other areas. 


Whether tomorrow's loads are easily for 
casted or highly unpredictable, it will pay yq 
to base your plans on these blocks of sy 
station capacity. Ordered “out of the catalog 
and built by repetitive manufacture, they off 
a practical way to get the most from capit 
investment. Apporatus Dept., General & 
Company, Schenectady 5, N. Y. 


GENERAL@ ELECTRIC FF 


BUY ALL THE BONDS YOU CAN—AND KEEP ALL YOU BUY 
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BOILERS for the UNIT POWER PLANTS 


A new concept in power generation made its appearance with the “Unit Power Plant" 
developed by Westinghouse Electric International Company. 


This compact effective steam-electric generating unit, adaptable to operation in any 
part of the world and under all climatic conditions, is built to standardized designs, per- 
mitting it to be broken down into relatively small packages for ready transportation 
to inaccessible plant sites. Many of these Unit Power Plants are already under way 
for China and Russia. 


A study of the various boiler designs available for this severe duty led to the selection 
of Foster Wheeler type S-A steam generators for thirty-seven plants, the record show- 
ing that “all parties agreed upon this boiler as best adapted to meet the peculiar de- 
sign, erection and operating conditions involved. Its compactness, freedom from un- 
masked refractories, adaptability to a variety of fuels, methods of firing and its free 
circulation influenced the selection.” 





OSTER WHEELER CORPORATION @ 165 BROADWAY, NEW YORK 6, N. Y. 
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INFALLIBLE ‘conto. nusiton npn 


"Sealdport" lubrication insures easy 
turning, positive seal, seat protection, 
resistance against corrosion and erosion. 


NORDSTROM LUBRICATED VALVE 


MERCO NORDSTROM VALVE COMPANY 


A Subsidiary of Pittsburgh Equitable Meter Co. 


Main Offices: 400 Lexington Ave., Pittsburgh 8, Penna. Branches: Atlanta, Boston, Chicago, Houston, Kansas City, bos 
geles, New York, Oakland, San Francisco, Seattle, Tulsa. 
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Bows and Arrows 


would never have beaten 


a panzer division 


How can business battles be won with 


You gave the men and women, now 
returning from the services, the finest 
equipment the world ever saw—and 


they won the war. 


Peacetime equipment has improved just as much as 
war weapons, and modern machines are equally 
sential to win the battles of peace. And returning 


rans know how to use these new business weapons. 


They have been using Addressograph-Multigraph 
quipment to handle Army and Navy payrolls, 
hipping documents, personnel records, produc- 
lion orders, stock records, purchasing, invoicing, 
or “dog tags,” and in scores of other jobs—and 


Addressagraph 


SIMPLIFIED BUSINESS METHODS 


bow-and-arrow equipment? 


they have seen their new equipment cut out waste 
motion, eliminate errors, get the work out faster, 
improve efficiency at every step. 

These are the same jobs you have in business. 
The same new equipment can give you the same 
important savings. Veterans want and deserve it, 
for they know it helps them produce more and so 
be worth more to you. You and they both benefit. 

Orders can be scheduled now for delivery. 
Telephone our local office or write Addressograph- 
Multigraph Corporation, Cleveland 17, Ohio. Sales 
Agencies with service and supply departments in 


principal cities of the world. 


—Multigraph 


raagl ware ore 


Addressograph and Muitizraph are Registered Trade Marks of Addressograph-Multigraph Corporation 
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PUBLIC UTILITY TRANSPORT TOOL 


THE ALL-TRUCK CONSTRUCTION of In- 
ternational Trucks recommends them 
particularly to the Public Utility Indus- 
try. These trucks are International en- 
gineered, designed and built to deliver 
stop-and-go economy along with long- 
haul dependability. 

Consider the International Truck rec- 
ord—so outstanding that in the ten years 
before the war more heavy-duty Inter- 
nationals were sold than any other make. 

Consider the service back-up — the 
nation’s largest company-owned truck- 
service organization. 

Consider the International line—com- 
plete from light-duty up through heavy- 
duty models to provide an International 


of the right type and size for every job 
in the Public Utility Field. 

Production still is limited, but the 
outlook is improving. So keep in touch 
with your International dealer or branch. 


INTERNATIONAL HARVESTER COMPANY 
180 N. Michigan Ave. Chicago 1, Illinois 





NEW TRUCKS: The government has authorized 
the manufacture of a limited quantity of light, 
medium, and heavy-duty International Trucks for 
essential civilian hauling. 

SERVICE: Many operators will have to wait for 
trucks. Maintenance of existing vehicles is just as 
important today as before V-J Day. ‘ore—be 
sure your trucks get top maintenance and service 
at International Truck ers and Branches. , 











NTERNATIONAL 7% 
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ILDING WIRE +: IMPERIAL NEOPRENE JACKETED PORTABLE CABLES 


SEE HOW 


CRESCENT SYNTHOL (lype T) 


Permits 


DOUBLE THE AMOUNT 


o> Wa) of Copper in Existing 
sit ~  Raceways. 


carry 20 amps. 


Under present conditions there is urgent need for 
an economical and quick way of adding to the cur- 
rent carrying capacity of branch circuit conduits al- 
ready installed. Increasing numbers of electrical 


appliances, air conditioning units and other equip- 
ment call for greater load on these branch circuits. 


A simple solution to this problem is to replace pres- 
ent wiring with CRESCENT SYNTHOL Type T 
(formerly Type SN), which offers an easy and low- 
cost way approximately to double the current carry- 


3 No. 8 ing capacity of the existing raceway. 


Type T 


carry 41 amps. An even greater increase in carrying capacity can 


be secured by wiring with CRESCENT Type TW in 


place of lead covered cable in wet locations. 


Write for Descriptive Folder on SYNTHOL Type T and Type TW. 


CRESCENT INSULATED WIRE & CABLE CO. 
TRENTON, N. J. 


S WIRE and CABLE 


MORED CABLE - RUBBER POWER CABLES + VARNISHED CAMBRIC CABLE 





S2ZIGV9 GUVOGMIHS: SZHIM TOHLINAS: SZTEVI AVMAUVd GNV GASVONZ GVAZT GuUOOVNUAd 
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At left, an Elliott geared mulfti- 

stage turbine, as built for marine 

generator drive. Above, 

Elliott standard single- 

» stage mechanical drive 
turbine. 


ELLIOTT 


for TURBINES- 


standard or special 


“Tailored to the job” has become a stock 


phrase in speaking of Elliott steam turbines. 
So many of them are engineered for special 
conditions, such as the unit pictured at the 
top. This turbine is one of a large number 
of identical units designed for a specific 
wartime service. These turbines each drive 
three generators in line, through gears which 
reduce the 5600-rpm. turbine speed to a 
generator speed of 1200 rpm. They must 
pass the most rigid tests before acceptance. 


The designing of special steam turbine 
by Elliott engineers starts from the firm fou 
dation of a standard line of machines i 
several types and a wide capacity range 
Representative of this standard line is ! 
Elliott single-stage mechanical drive turbine 
used with pumps, fans, blowers, pulverizer 
and other auxiliary equipment, direct driv 
or with built-in gears. Literally thousands o 
these turbines are demonstrating character 
istically Elliott reliability in power plants, o 
board ship and throughout industry. 


If you have a drive problem, check wi 


Elliott engineers. 
H-383B 
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Due 


to wartime travel restriction, conventions listed are subject to cancellation. 


@ SEPTEMBER 9 





| 


Indiana Electric Association starts annual meeting, French Lick, Ind., 1945. 
Pennsylvania Electric Association ends session, Philadelphia, Pa., 1945. 





:| 


New England Gas Association will hold appliance servicing conference, Boston, € 
Mass., Oct. 16, 1945. 








*@ 


American Water Works Association, Southwest Section, will hold meeting, Oct. 16, 
17, 1945. 





American Welding Society will convene, New York, N. Y., Oct. 18, 1945 





OcTOBER z 








International Association of Electrical Inspectors, Southwestern Section, starts meeting, 
San Francisco, Cal., 45 





United States Independent Telephone Asso. opens board meeting, Chicago, Ill., 1945. 
New England Gas Association conducts safety conference, Boston, Mass., 1945. 





Texas Water Conservation Association convenes, Austin, Tex., 1945. 











Southeastern Electric Exchange, Engineering and Operation Section, opens meeting, 
Raleigh, N. C., 1945. 





American Gas Association will hold annual meeting, New York, N. Y., Oct. 2 








Pennsylvania Electric Association, Electrical Equipment Committee, will hold 
meeting, Philadelphia, Pa., Oct. 25, 26, 1945. @ 





€ 


Kansas Association of Municipal Utilities starts annual convention, Emporia, Kan., 


1945. 





© 


Edison Electric Institute Prime Movers Committee starts meeting, Buffalo, N. Y., 1945. 





American Water Works Association, New Jersey Section, will convene, Atlantic City, 
Nov. 9, 1945. 





American Petroleum Institute will hold convention, Chicago, Ill., Nov. 12-15, 1945. 








Courtesy of The New Schpol Elsie Hafner, N. Y. 


“Steel” 


A mural painting by Thomas Hart Benton 
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Public Power at Expense of 


Federal ‘Taxpayers 


The author declares that government agencies can 

afford to pay a much higher purchase price for 

utility properties than can private concerns because 

of discriminatory tax exemption in favor of the 
public enterprises. 


By ERNEST R. ABRAMS 


LTHOUGH the common stock of 
A Nebraska Power Company was 
sold by American Power & 
Light Company to the Omaha Electric 
Committee, Inc., last December for 
$14,421,000, it seems that Representa- 
tive Lyle H. Boren did not learn until 
around the end of June that American 
Power & Light had originally acquired 
this stock in the early 1920's for slight- 
ly more than $815,360. And when he 
did hear of it, he immediately jumped 
to the conclusion that some fancy 
burglary had been perpetrated. 


415 


At any rate, on July 6th he delivered 
in the House a violent attack on this 
transaction, and on the entire arrange- 
ment by which municipalities can buy 
the privately owned utilities serving 
them and escape Federal taxation. But 
he shot in the wrong direction. A 
group of Wall Street bankers and pub- 
lic utility holding companies had, he 
said, launched “a trick corporation” 
for the purpose of “swindling the Fed- 
eral taxpayers of billions of dollars,” 
and “Wall Street bankers would 
convert the $18,000,000,000 private 
SEPT. 27, 1945 
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utility industry to form a tax-free but 
fake public ownership by the formation 
of ‘nonprofit’ corporations.” 

Apparently, his unsupported accusa- 
tions sufficiently impressed the House 
Interstate and Foreign Commerce 
Committee to arouse it to action be- 
cause, on July 10th, it authorized an 
investigation into the need of tighten- 
ing up the Holding Company Act by a 
subcommittee composed of Mr. Boren 
and Representatives Murphy of Penn- 
sylvania and Reece of Tennessee. Hear- 
ings were held from July 11th to 13th, 
inclusive, after which the subcommit- 
tee adjourned until sometime after 
September 5th when the recessed Con- 
gress reconvene. 


W ™ is the full story behind the 
sale of Nebraska Power and 
other privately owned utilities to pub- 
lic bodies over the past decade? What 
will the Boren subcommittee discover 
if it conducts a complete and fearless 
investigation, without attempting to 
“whitewash” Congress and Federal 
bureaus? Have these sales of privately 
owned utilities been the product of a 
conspiracy between Wall Street bank- 
ers and holding company manage- 
ments, as Mr. Boren intimates, or does 
the blame lie elsewhere ? 

Section 11 of the Public Utility Act 
of 1935, as interpreted by the Securi- 
ties and Exchange Commission, pro- 
vides that utility holding companies 
may retain but one integrated operat- 
ing subsidiary and must dispose of all 
others they may own. In the case of 
Engineers Public Service Company, 
for example, the SEC held that it might 
keep Virginia Electric & Power Com- 
pany but none of its other subsidiaries. 
And, in the case of North American 
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Company, it held that an integrated 
operating system serving the St. Louis 
metropolitan area and adjoining terri- 
tory might be retained, but the operat- 
ing subsidiaries in Ohio, Wisconsin, 
and the District of Columbia, along 
with holdings of Detroit Edison capi- 
tal stock and Pacific Gas and Electric 
common shares, could not be kept. 

Naturally, this proposed the ques- 
tion of who might buy these surplus 
operating systems, for, while the SEC 
has authority under the 1935 act to 
force their sale by registered holding 
companies, it has no power whatever 
to force anyone to buy them. Generally 
speaking, there are two broad classes 
of prospective buyers for these operat- 
ing systems—private interests and the 
served communities or areas. And since 
these operating systems would be 
exempt from Federal taxation as soon 
as they passed into public ownership, 
public bodies enjoy a tremendous ad- 
vantage over private interests in deal- 
ing for these properties. 


F . yrcnigpee some authorities hold to 
the contrary, the consensus in 
legal and !egislative circles is that the 
Federal government cannot tax any ac- 
tivity of a state or its political subdivi- 
sions without amendment of the Con- 
stitution. And although the Carlson 
Bill (HR 2014), introduced early in 
the year and now marking time in the 
House Ways and Means Committee, 
would curb the tax exemption of mu- 
nicipal bonds issued to acquire tax-pay- 
ing privately owned utilities, its consti- 
tutionality doubtless would be attacked 
if enacted into law. 

As things now stand, the served 
communities, or groups of them, and 
public power districts can buy these 
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surplus operating subsidiaries of hold- 
ing companies and “save” the Federal 
taxes, along with a considerable part 
of the state and local taxes, which the 
present Owners or prospective private 
purchasers would have to pay. This 
was not so much of an advantage be- 
fore 1940, but with the inception of 
our defense program in June of that 
year, and particularly after our entry 
into World War II, Federal taxes be- 
gan to mount at an amazing pace. 
Where the total Federal tax bill of all 
privately owned electric utilities was 
but $140,000,000 in 1939, it had 
jumped by 234 per cent to $468,000,- 
000 by 1944. Last year, Federal taxes 
alone consumed 15.8 per cent of op- 
erating revenues, compared with but 
6.5 per cent five years earlier. These 
are, of course, industry figures, but 
they indicate the advantage which 


public bodies enjoy in the ownership 
and operation of their own electric 
supply systems from exemption from 
Federal taxation. 


A FEW specific instances will serve 
to indicate how exemption from 
Federal taxation is driving the non- 
retainable operating subsidiaries of 
holding companies into public owner- 
ship. Until the middle of 1942, San 
Antonio Public Service, Inc., was 
an operating subsidiary of American 
Light & Traction Company which, in 
turn, was a subholding company in the 
United Light & Power system. And 
the SEC in its integration plans for 
United Light & Power turned thumbs 
down on retention of the San Antonio 
subsidiary. In addition to rendering 
electric and natural gas service to San 
Antonio and surrounding communi- 


e 


TABLE I 
Income Account oF NEBRASKA Power CoMPANY 
For the Twelve Months Ended November 30, 1944 


Operating Revenues 


Operating Revenue Deductions: 


$11,154,517 


Operating Expenses Excluding Direct Taxes 


Direct Taxes: 


Property Retirement Reserve Appropriations 
Amortization of Limited-term Investments 


Total Operating Revenue Deductions 


Net Operating Revenues 
Other Income 


Gross Income 
Interest on Mortgage Bonds 


Interest on Debenture Bonds 
Other Interest and Deductions 


Interest. Charged to Construction—Credit 


Net Income 


Dividends Applicable to Preferred Stocks 499,100 


Balance for Common Stock and Surplus 
417 


$ 1,128,342 
SEPT. 27, 1945 
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ties, it also operated a bus transporta- 
tion system in San Antonio, but since 
the bus system was sold to private in- 
terests at the same time the electric and 
gas facilities were acquired by the 
served communities, it need not enter 
this discussion. 

During the twelve months ended 
with May, 1942, San Antonio Public 
Service received electric and gas op- 
erating revenues, plus a small amount 
of nonoperating revenues, totaling 
$8,735,657, against which it incurred 
operation, maintenance, and deprecia- 
tion expenses of $5,184,100. In addi- 
tion, its Federal tax bill amounted to 
$1,071,929 and its state and local tax 
bill to $776,900. But if 1944 tax rates 
had been in effect during this 12-month 
period, its Federal taxes would have 
approximated $1,400,000. 


H” the property remained in the 
hands of American Light & 
Traction in 1944, or had it been pur- 
chased by private interests in mid- 
1942, the total tax bill of San Antonio 
Public Service would have been in the 
neighborhood of $2,177,000, of which 
about 64.3 per cent would have been 
comprised of Federal taxes. But on the 
basis of taxes actually paid in the 
twelve months ended with May, 1942, 
only 57.9 per cent of its $1,848,829 
tax bill was represented by payments to 
Federal tax collectors. If, however, 
the city of San Antonio and near-by 
communities had owned this utility 
during the twelve months under re- 
view, they could have “saved” all the 
Federal taxes and about half the state 
and local taxes which the privately 
owned company was required to pay, 
or about $1,460,380. 

In other words, where the privately 
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owned utility had $1,702,728 left after 
payment of all expenses and taxes with 
which to reward the capital it had 
hired, the balance of revenues accruing 
to the communities would have been 
$3,163,000 or almost twice as much. 
Obviously, then, these communities 
could afford to pay a higher price for 
San Antonio Public Service than any 
private buyer. And that’s exactly what 
happened. The price bid by the served 
communities topped the highest bid by 
private interests and they bought the 
utility, except for the bus transporta- 
tion system. Even Representative 
Boren could hardly blame the Ameri- 
can Light & Traction directors, ac- 
countable to the stockholders for con- 
servation of their contributions to the 
enterprise, for accepting the highest 
bid, regardless of who made it. 


NOTHER instance of the acquisition 

by a community of the privately 
owned electric utility serving it is that 
of Key West, Florida. Although this 
community had been served for more 
than forty-five years by Key West 
Electric Company, an operating sub- 
sidiary of Engineers Public Service 
Company, the SEC required that En- 
gineers dispose of it, along with all but 
one of its other subsidiaries. During 
the twelve months ended with June, 
1943, the company had operating reve- 
nues of $382,461, and after meeting 
operation, maintenance, and deprecia- | 
tion expenses, and paying its Federal, 
state, and local tax bills, a balance of 
$85,179 remained for interest and divi- 
dends. But if the city of Key West 
had owned this utility during the 
twelve months under review, it could 
have avoided paying all of the $77,343 
which the privately owned company 
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TABLE II 
BALANCE SHEET OF NEBRASKA PowER CoMPANY 
As of November 30, 1944 

ASSETS 
Total Utility Plant $35,397,462.95 
Cash and Temporary Cash Investments 2,748,193.57 
Accounts, Interest, and Dividends Receivable 811,437.79 
Materials and Supplies 802,247.87 
Prepayments 170,265.03 
Other Current and Accrued Assets 35,847.68 

Total Current Assets $ 4,567,991.94 
Unamortized Debt Discount and Expense 1,383,612.26 
Retirement Work in Progress 115,182.41 
Other Deferred Debits 64,910.97 

Total Deferred Debits $ 1,563,705.64 


Capital Stock Expense 179,979.09 
Discount on Capital Stock 470,363.28 


Total Capital Stock Expense $ 650,342.37 
Contra Assets 10,540.93 
Total Assets ; $42,190,043.83 
LIABILITIES 
Common Stock—No Par—1,000,000 shares 
Preferred 7% Stock—$100 Par—51,962 shares 
Preferred 6% Stock—$100 Par—22,561 shares 
Total Capital Stock 
Long-term Funded Debt 
Accounts Payable and Dividends Declared $ 299,156.20 
Customers’ Deposits 160,569.52 
Taxes Accrued 1,691,514.49 
Interest Accrued 471,935.08 
Other Current and Accrued Liabilities 60,920.26 
Total Current and Accrued Liabilities $ 2,684,095.55 


Total Deferred Credits 59,800.79 


Reserve for Property Retirement $ 6,467,893.82 
Other Reserves 251,483.19 


Total Reserves 


Surplus ; 
Contributions in Aid of Construction 
Contra Liabilities 


Total Liabilities 
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paid to the Federal government in 
taxes, and all but $14,000 of the $41,- 
963 in state and local taxes which the 
utility actually paid. 

Restated, if this utility had been 
owned by the city of Key West during 
this period, the city could have “saved” 
a total of $105,206 in taxes which the 
privately owned company paid, thereby 
boosting the balance of revenues avail- 
able for bond interest and debt retire- 
ment from the $85,179 earned by the 
privately owned utility to $190,385, or 
by nearly 124 per cent. So Key West 
sold $1,500,000 of tax-free revenue 
bonds, paid $1,293,000 for the utility, 
and after all expenses in connection 
with the transaction had been paid it 
had around $83,000 left for working 
capital. 


| poacgane gone are not, however, 
the only purchasers of privately 
owned utilities which can benefit from 
an ability to avoid payment of Federal 
taxes. For instance, Missouri Electric 
Power Company, an operating utility 
rendering electric service, along with 
some incidental water and ice service, 
to forty communities and their sur- 
rounding areas in southern and south- 
eastern Missouri, was a subsidiary of 
Central States Power & Light Corpo- 
ration which, in turn, was a subholding 
company of Ogden Corporation. But 
in imposing its “death sentence” on 
Ogden Corporation, the SEC directed 
that it dispose of Missouri Electric 
Power along with other subsidiaries. 
Several near-by privately owned utili- 
ties were interested in buying parts of 
the system, while other private inter- 
ests dickered for the utility as a whole. 

But the Sho-Me Power Codpera- 
tive, a rural electrification project to 
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which the Rural Electrification Ad- 
ministration had advanced 100 per 
cent of the funds required for its es- 
tablishment, and which paid no Fed- 
eral and but insignificant state and local 
taxes, also wanted the property. And 
because of its tax exemption, which 
had the effect of boosting the amount 
of earnings it could withdraw from op- 
eration of the utility to levels high 
above those possible under private tax- 
paying ownership, it could afford to 
pay substantially more for the utility 
than private interests. 


4 b SEC approved the purchase of 
Missouri Electric Power by the 
Sho-Me Power Codperative on De- 
cember 1, 1942, for $2,500,000, which 
was reputed to be from $50,000 to 
$125,000 more than the various pri- 
vate interests dickering for all or parts 
of the system were willing to pay. And 
the Sho-Me Codperative could well 
afford to pay such a price, because that 
portion of operating revenues which 
the privately owned utility had been re- 
quired to contribute to the support of 
the Federal government was just so 
much added profit to it. 

Two major circumstances account 
for the acquisition of these three pri- 
vately owned electric utilities, as well 
as many others during the past decade, 
by the communities or areas they 
served. First, publicly owned utilities 
are able to escape the burden of Fed- 
eral taxation which, since the close of 
1939, has advanced more than 2} times, 
and which, since the close of 1941, 
have increased nearly 1% times. And, 
second, under the legalistic interpreta- 
tion of the Holding Company Act by 
the SEC, public utility holding compa- 
nies have been forced to dispose of op- 
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Comparison of Taxes 


ak oer the twelve months ended with May, 1942, San Antonio 
Public Service received electric and gas operating revenues, plus 
a small amount of nonoperating revenues, totaling $8,735,657, against 
which it incurred operation, maintenance, and depreciation expenses of 
$5,184,100. In addition, its Federal tax bill amounted to $1,071,929 and 
its state and local tax bill to $776,900. But if 1944 tax rates had been in 
effect during this 12-month period, its Federal taxes would have approxt- 
mated $1,400,000.” 





erating subsidiaries during a period of 
abnormally high Federal taxes, which 
are purely a product of the war effort 
and are of a temporary character. 


HEN we turn to the situation in 

Nebraska, however, we find a 
third circumstance influencing the 
transfer of privately owned electric 
utilities to public ownership. The Pub- 
lic Works Administration, created un- 
der Title II of the National Industrial 
Recovery Act and approved by the 
President on June 13, 1933, authorized 
and empowered the President, through 
the PWA Administrator, “to con- 
struct, finance, or aid in the construc- 
tion of any public works” included in 
a program prepared in accordance with 
the act, and “to make grants to states, 
municipalities, or other public bodies 
for the construction, repair, or im- 
provement of any such project,” with 
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a ceiling of 30 per cent “of the cost of 
the labor and materials employed upon 
such project.” This ceiling was later 
raised to 45 per cent of such cost. 

With this opportunity to get some 
free money for Nebraska, the late Sen- 
ator Norris, an avowed exponent of 
public ownership of electric utilities, 
immediately began pressing for the 
construction of three large hydroelec- 
tric projects in the state, although non- 
government engineers of repute had 
long frowned on any attempt to make 
power on any of Nebraska’s rivers. 
Eventually three large hydro projects 
were built in Nebraska with funds 
from the Federal Treasury, 45 per 
cent of the cost being an outright gift 
and the balance loaned at very low 
rates. 


been completed, they had no mar- 


al when the three projects had 
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ket for their power, since every com- 
munity of 250 or more population al- 
ready had its source of electric supply. 
Two methods of procedure were open 
to the projects. They could buy the 
privately owned utilities which were 
serving the majority of Nebraska com- 
munities and areas, or they could build 
duplicating facilities and drive private 
enterprise from the field of electric 
service in the state through ruthless 
competition. Fortunately, the former 
course was pursued and by more than 
three years ago, every privately owned 
electric utility in the state had passed 
into public ownership except Nebraska 
Power Company, which served the city 
of Omaha and some thirty-eight sur- 
rounding communities. 

As early as 1937, Howard L. Aller, 
president of American Power & Light 
Company, revealed in testimony before 
Mr. Boren’s subcommittee, the late J. 
D. Ross, first superintendent of Seat- 
tle’s public electric system, then an 
SEC commissioner and finally the 
Bonneville Power Administrator, 
along with Guy C. Myers of New 
York, a public ownership promoter, 
called at his office and said he was pre- 
pared to pay $45,000,000 for Nebras- 
ka Power Company, which price would 
have yielded a higher price for the 
common stock than that received last 
December. Mr. Ross further said that 
he had been sent “by an important per- 
son in the administration” and that 
this price was being bid “with the full 
knowledge and approval of his prin- 
cipals in Washington.” 


Wes American Power & Light 
refused to sell, the only news- 
paper of general circulation in Omaha 
led a campaign of vituperation against 
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the utility in an endeavor to stimulate 
a demand for public ownership. Fur- 
thermore, during the next six years, 
the Consumers Public Power District, 
a public body in Nebraska, and a 
“panel” of citizens appointed by the 
mayor of Omaha both made bids for 
Nebraska Power which were almost 
identical with that made by Mr. Ross. 
And, in addition, the Peoples Power 
Commission of Omaha, a public power 
district created by the Nebraska legis- 
lature in 1943, also bid about the same 
price for the company. Finally, in De- 
cember of 1944, American Power & 
Light sold the common stock of Ne- 
braska Power to a group of public 
power-minded Omaha citizens, banded 
together as the nonprofit Omaha Elec- 
tric Committee, Inc., who publicly de- 
clared their intention of turning over 
ownership of the utility to such public 
power body as would be empowered to 
own and operate it. 


Turning now to Nebraska Power 
Company, it will be seen from the data 
contained in Tables I and II that dur- 
ing the twelve months ended with No- 
vember, 1944, the last full twelve 
months’ period during which Nebraska 
Power was privately owned by Ameri- 
can Power & Light, this utility had op- 
erating revenues of $11,154,517; after 
all expenses including Federal taxes, it 
had a gross income of $2,717,375 with 
which to pay the wages of the capital 
it employed; and, after meeting all in- 
terest charges and preferred dividends, 
a balance of $1,128,342 remained for 
common stock dividends and contribu- 
tions to surplus. Likewise, as of the 
close of last November, Nebraska 
Power had a net investment in utility 
plant of $28,929,569, net current as- 
sets of $1,880,356, and of its current 
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assets $2,748,194 was in the form of 
cash or its equivalent. 


XN the time of the sale, American 
Power & Light owned but 970,- 
992 shares of Nebraska Power com- 
mon stock out of the 1,000,000 shares 
outstanding, but it had secured options 
on the remaining 29,008 shares, held 
by directors of Nebraska Power, and 
was able to deliver these options to the 
Omaha Electric Committee along with 
the shares it owned. To exercise these 
options, however, the committee had to 
spend some $40,000 in addition. From 
data available in New York, it is diffi- 
cult to determine whether the full cost 
of 100 per cent of Nebraska Power 
common to the committee was the $14,- 
421,000 already mentioned or in the 
neighborhood of $14,460,000. How- 
ever, it is being assumed herein that 
$14,421,000 covered the cost of 100 
per cent of the stock. 

At this, or even the slightly higher, 
price, it would appear that the Omaha 
Electric Committee got a bargain. 
Standard & Poor’s Corporation, ac- 
cording to Dr. B. Griffiss, its public 
utility economist, considered Nebraska 
Power’s common stock worth at least 
fourteen times earnings, and on this 
basis American Power & Light should 
have received $15,358,680 for 100 per 
cent of the stock. Moreover, where 
Nebraska Power under private owner- 
ship had earnings of $1,128,342 avail- 
able to the common stock after pay- 
ment of Federal taxes of $1,363,081, 
the city of Omaha would not have been 
required to pay any Federal taxes had 
it owned the utility during this period. 
Accordingly, the amount of net earn- 
ings that would have accrued to Omaha 


during this period would have been $2,- 
491,423, which is 120.8 per cent great- 
er than the $1,128,342 that was avail- 
able for common stock dividends un- 
der private ownership. And on the 
basis of these adjusted earnings, the 
Omaha Electric Committee paid 5.961 
times the earnings that would have ac- 
crued to it, compared with 13.1625 the 
earnings that actually were available to 
the private owners. 


M OST important, however, the price 
which American Power & Light 
Company actually received for its hold- 
ings of Nebraska Power common, plus 
the director-held shares, was not estab- 
lished by it. Actually, this price was 
fixed as far back as 1937 by the late 
J. D. Ross, who said in his first at- 
tempt to buy Nebraska Power that he 
had been sent “by an important person 
in the administration” and that the 
price of $45,000,000 he was bidding 
was with “the full knowledge and ap- 
proval of his principals in Washing- 
ton.” Furthermore, Governor Dwight 
Griswold of Nebraska conferred with 
the Securities and Exchange Commis- 
sion regarding the sale of the common 
stock of Nebraska Power by American 
Power & Light to the Omaha Electric 
Committee, after Mr. Boren’s attack on 
the transaction of July 6th, and issued 
a statement to the effect that the SEC 
“said nothing had come to their atten- 
tion that indicated fraud of any kind.” 
If Mr. Boren’s subcommittee is real- 
ly desirous of getting to the bottom of 
this sale, it could well turn its attention 
to those “principals in Washington” of 
Mr. Ross and find out just who set the 
price of $45,000,000 for Nebraska 
Power Company in the first place. 
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The Power of the Atom 


The views of scientists, declares the author, differ 
as to what it will bring to a peaceful world, but the 
majority agree that while applications will prove 
amazing, they will supplement rather than supplant 
present power systems for some time to come. 


By ROBERT M. HYATT 


HE Age of the Atom is almost 

here. Although just dawning, it 

brings visions of fantastic 
changes in our civilization of the 
future. 

Plutonium. It is a new word in the 
layman’s vocabulary, but it is a stu- 
pendous word. It is a new element, dis- 
covered during the race to harness the 
atom. Plutonium is a derivative of 
uranium, from which comes radium— 
and this newly discovered power of the 
atom. It was only a pinhead-sized speck 
in the beginning, which was not so long 
ago, but its incredible potentialities 
were so great that Uncle Sam bet $2,- 
000,000,000 an atomic bomb could be 
built. 

Uncle Sam won the bet. That first 
sensational bomb crumpled Hiroshima. 
The second changed Nagasaki into a 
smoking shambles. Those two bombs, 
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the first of their kind the world has 
ever known, caused Japan to surrender. 
They wrote strange history. And they 
caused eminent men of science to peer 
into the future and give us a picture of 
some things to come. 

These scientific men tell us that be- 
cause of our discoveries in the field of 
atomic power, we may expect: 

Automobiles and trains that will run 
for their lifetime on a single fueling 
of a bit of stuff from which atomic 
power can be released at will. 

Airplanes which will circle the globe 
—yes, even go to the moon—on a bit 
of fuel that could be carried in one’s 
pocket. 

Furnaces of vest-pocket size that 
will heat a 12-room house all winter 
on a few cents worth of fuel. 

Power for whole cities produced 
from a few handfuls of matter. 
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Giant ocean liners that will circum- 
navigate the world on a “power brick” 
a few inches square. 


B EFORE we tell you how these things 

can come about, let us glance at a 
few down-to-earth facts about the atom 
and its discovery as a power source, 

When man chained the lightning, 
ushering in the electrical age, many 
predicted that the new force would de- 
stroy the race. A similar vague fore- 
boding has seized upon us with the 
revelation that a force vastly greater 
than lightning—the same sort of en- 
ergy source with which the sun permits 
life to continue on earth—has been 
harnessed in the atomic bomb. 

How dangerous to you and me is the 
weapon which has abruptly ended the 
war with its terrible power? Science 
points out that whatever forces they 
have invoked in the past have been rela- 
tively easy to control. The same genius 
which produced the bombs, they are 
confident, will enslave the giant forces 
unlocked from the atom’s heart. 

Earlier fears that the bombs might, 
by touching off an unending chain of 
exploding atoms in the planet’s crust, 
convert the earth into a fiery furnace 
are scouted. But there is distinguished 
support for the belief that the self-per- 
petuating chain of exploding atoms 
can, if it ever got started, be made sub- 
ject to shields or controls. In 1939, Dr. 
Frederick Joliot, Nobel Prize winner 
who married Irene Curie, daughter of 
radium’s discoverer, told a Paris audi- 
ence that addition of the metal cad- 
mium to uranium offered hope of such 
control. ““This cadmium absorbent,” he 
said, “affords a method for slowing 
down the activity in a somewhat auto- 
matic manner.” 
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| ong us forget the possibility of dan- 
gers, for they are few, and go on 
a bit about the new discovery. For the 
past twenty-five years physicists in 
laboratories all over the world have 
been making an intensive study of 
atoms. For example, consider a device 
that was used by Professor Harrison 
at the Stanford physics laboratory as 
long as twenty years ago. When any 
substance is heated hot enough it gives 
off light. Light waves have energy. 
The brighter the light, the more energy 
light waves have. Therefore if it were 
possible to heat a substance to, say, 
25,000 degrees centigrade, even for a 
short time, it would give forth an ex- 
tremely bright light because the sun in 
its outer reaches would hardly be better 
than 25,000 degrees centigrade. 

Mathematics is the fundamental 
science of physics and just as we can 
figure the power of everyday household 
appliances with meters, scientists can 
calculate the energies of the minute 
solar systems that atoms have been 
compared to. 

When the speed, size, and electric 
charges of atoms were put into an 
equation, science knew for sure that 
internal atomic force was astounding 
even in one atom. (Remember a little 
diamond is just as hard as a big one.) 
Atoms are so small that very great 
numbers occupy a minute space. There- 
fore, when the great pressure of large 
numbers is released at once, the power 
seems all out of proportion to the 
weight of material used. 


| ig is known that after a period of a 
couple of thousand years a given 
mass of radium would be a little less 
than half its original size and weight 
due to the fact that the atoms have ac- 
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tually disintegrated in that time. Also 
it is known that the amount of energy 
given off by these atoms in that length 
of time would be almost inconceivable 
compared to any other form of energy 
production. To give you some idea of 
this, consider that when enough hydro- 
gen to form one gram of water is used 
up, 38,000 calories of heat are liber- 
ated. This is the greatest possible 
chemical energy from combustion or 
explosion by itself but is just a tiny 
“peewee” compared to atomic energy 
because by the emanation of one 
gram of atomic emission, 25,000,000,- 
000 calories of heat are liberated! 

An atomic “explosion” is a matter 
of reaction. That means the splitting 
of one atom causes another to break 
up. 
It is during the fission, or breaking 
down, of uranium that plutonium is 
produced. It sounds simple, but it took 
the government, coupled with some 
help in Great Britain, four years to ac- 
complish the feat—plus one of the 
mightiest war plants, at Hanford, 
Washington. 

What exactly is an atomic “explo- 
sion” ? 

If you were asked how many states 
of matter there are, you’d quickly an- 
swer three: solid, liquid, and gas. Be- 
fore the days of atomic research this 
would have been correct, but not now. 


HE sun is the biggest bit of matter 

in the solar system, weighs so 
much, attracts the earth enough to hold 
it in its orbit; and yet there is neither 
solid, liquid, nor gas in it except its 
outer reaches, where the atoms settle 
down to form the gas. There was sim- 
ply no way at all to explain the action 
of the sun a very few years ago. 

The sun is not a fiery mass of hot 
gases. It is a seething mass of atomic 
energy where the action that goes on 
in the atomic bomb for a fraction of a 
second goes on all the time. The space 
between the sun and other members of 
the solar system is a vacuum. It is a 
good thing that is so because if there 
was a material connection by an atmos- 
phere of gas between us and the sun, 
the earth would be shattered by sound 
and fury from which we are now in- 
sulated. 

Unfortunately for anything that may 
be near when an atomic bomb goes off, 
there is a material connection and so 
there is no kind of protection at all 
possible against it. 

To attempt an understanding let us 
divide the active area into zones. 

At first, there is not any explosion 
at all in the ordinary sense. 


ONE one is the atomic mass of the 
bomb. When the uranium atoms 
are split by the secret trick our scien- 
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put into an equation, science knew for sure that internal 


q “WHEN the speed, size, and electric charges of atoms were 


atomic force was astounding even in one atom. (Remember a 
little diamond is just as hard as a big one.) Atoms are so 
small that very great numbers occupy a minute space. There- 
fore, when the great pressure of large numbers is released at 
once, the power seems all out of proportion to the weight of 
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tists have discovered, the area immedi- 
ately becomes really and truly a minia- 
ture sun, because in zone one the ma- 
terial of the bomb becomes suddenly 
not a material mass in the ordinary 
sense of either being solid, liquid, or 
gas, but in reality pure atomic energy. 
There is not even heat as we know heat, 
for heat is molecular motion and in 
zone one there are no molecules. There 
are not even atoms, since in the core 
of zone one the atoms have disappeared 
from the material world as we recog- 
nize material. 

In the “explosion” of the atomic 
bomb—or atomic power, if you will— 
the first effect is a large cleared space 
of pure energy. When this zone has ex- 
panded enough, the energy will have 
become somewhat diluted so that atoms 
and molecules can remain as such and 
in turn become possessed of energies 
that are more understandable to us. Is 
it any wonder that all who have tried 
to observe the effects of this bomb have 
run up against the difficulty of finding 
words to describe such things as have 
never before been seen ? 

Perhaps we have dwelt a little too 
long on the scientific aspects of the 
atom. The more you ponder the thing 
the more baffling it becomes. So let us 
look at the industrial angles. And here 
there are open possibilities so vast as 
to be literally blinding. 


greg Truman said in his talk 
about the atom bomb: “Atomic 
energy may in the future supplement 
the power that now comes from coal, 
oil, and falling water . . . but at present 
it cannot be produced on a basis to 
compete with them commercially.” 
Before that time comes, however, 
there must be a long period of research. 
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Atom power is new. Its peculiar uses 
have thus far been slanted toward war 
needs. In simple terms, two fundamen- 
tal problems face scientists in bringing 
the atom age to its highest usefulness. 
First, they must learn to govern the re- 
lease of atomic energy so that it will 
produce heat at a temperature prac- 
ticable for use in conventional power 
plants, or develop unconventional 
power plants that will use it as it can 
be released. 

Secondly, they must reduce the cost 
of this operation so that such energy is 
produced more cheaply than from pres- 
ent sources. 

This is the same hurdle science has 
faced with the discovery of every new 
substance or process since the begin- 
ning of time. The answer has been 
found before; there is little reason to 
believe it will not be found again. 

When all the problems are solved, 
the most fantastic imaginings of the 
Sunday supplements will be common- 
places, and perhaps perpetual motion 
will be an accomplished fact. 


Bre the blackout of war covered 
atomic research, scientists had 
told something of the possibilities of 
what they were doing. They said that 
a single 5- or 10-pound chunk of U- 
235 uranium, activated merely by con- 
tact with cold water, could theoretical- 
ly drive an ocean liner about the world 
indefinitely ; that it would possess the 
power output of 25,000,000 to 50,- 
000,000 tons of coal or 15,000,000 to 
30,000,000 gallons of gasoline. 

A chunk of similar size might well 
supply the power used by a great 
metropolis for an entire year. 

The scientists foresaw an automo- 
bile with a sealed fuel tank that would 
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Atomic Explosion 


. AN atomic ‘explosion’ is a matter of reaction. That means the split- 

ting of one atom causes another to break up. It ts during the 

fission, or breaking down, of uranium that plutonium is produced. It 

sounds simple, but it took the government, coupled with some help in 

Great Britain, four years to accomplish the feat—plus one of the 
mightiest war plants, at Hanford, Washington.” 





never need replenishing—for the man- 
ufacturer could put in enough atomic 
fuel to last the lifetime of the car. 

These things sound almost ridicu- 
lous at this time, yet the announce- 
ment of Marconi’s first radio flash 
sounded even more ridiculous and im- 
possible. 

Steam in unlimited quantities can 
be produced from uranium by a very 
simple process: A tiny chunk of the 
element is merely dropped into a sealed 
tank and cold water turned in. The 
water almost instantly becomes steam 
—and that tiny chunk of uranium will 
continue to make steam so long as the 
water is kept running into the tank. 
To shut it off, you simply cut off the 
water supply. Could anything be 
easier ? 


B Mens opens up vast possibilities for 
steam power, a form of energy 
long accepted as good. Steam automo- 
biles failed in the past because of the 
expense and complications arising out 
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of the steam-producing plants. In some 
cases it cost more to keep up a head of 
steam than gasoline, and the machinery 
was so complicated that it required the 
expert knowledge of engineers to keep 
“things” moving. 

If a steam car were built utilizing 
atomic energy to produce steam, the 
power plant might easily weigh only a 
few pounds, yet develop enormous 
horsepower and speed. Several auto 
manufacturers are working on steam 
cars and who knows what miracle ve- 
hicles will result ? 

We can visualize cities of all sizes 
with central steam-power plants ca- 
pable of heating every building at a cost 
so low as to be insignificant. 

Yes, because of atomic power, steam 
may really come into its own. 

So much for steam-atomic power. 
The picture of atom power itself is so 
incredible that it defies explanation. 
This is because, when trying to com- 
pare known power sources with the 
horsepower contained in a minute 
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quantity of atomic energy, we are con- 
fronted with figures beyond our realm. 
Using existing power statistics, for ex- 
ample, let us say that 2 pounds of en- 
gine weight produce 1 horsepower. 
With atomic energy, those 2 pounds 
of engine weight might conceivably 
produce 100,000 horsepower! 


W: have only to check figures re- 
leased on the atomic bomb to 


have this pointed out. President Tru- 
man told us that the atomic bomb 
packed a punch equivalent to that nor- 
mally delivered by 2,000 B-29’s. It 
dwarfed by 2,000 times the blast power 
of the British “grand slam” bomb, 
which weighed approximately 11 tons! 

As a matter of fact, however, atomic 
power will not be determined by what 
physicists can deliver in the way of 
adapting it to everyday use, but by the 
speed with which the social and indus- 
trial life of nations can be adapted to 
its use. The thinking of men changes 
slowly, and men learn but stubbornly. 
In an industrial country like the United 
States we have already enough energy 
to change completely our social struc- 
ture. So far the thinking of men has 
not been willing to admit it. 

At the beginning of our industrial 
power age, we were promised that 
labor-saving devices would take the 
drudgery out of life. Instead of doing 
that we created the main problem of 
the world — technological unemploy- 
ment. 

This was a result of the ability of 
great amounts of machine power to re- 
place human muscles, and at the same 
time our failure to find anything for 
human beings to do except to use their 
muscles, and added to this our stub- 
born unwillingness to find ways of 
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sharing our wealth and blessings with 
the world. 


Ppa we are clapping our hands 
with joy to contemplate this new 
power age when each worker will have 
to put in only about three or four hours 
each week. This is not the blessing it 
seems, because we still insist that each 
man who has a job put in a full week’s 
work, even though 100 men sit in idle- 
ness and live off a dole. 

The impact of the atomic bomb may 
be great enough to break the grip of 
Fascist-minded man. The democratic- 
minded believe that the floodgates of 
nature should be opened and every hu- 
man being given as high a standard of 
living as possible. With unlimited 
power available, this will be possible if 
those who so want to use it can control 
it. 

The almost limitless possibilities 
opened up by atomic power may be 
great enough to force stubborn men 
to admit that the doctrine of scarcity 
will be untenable from now on. Great 
social forces will gather now to control 
atomic power. Not so much to control 
its use in a bomb as to control its use 
to upset the economy of the world. The 
misuse of this power can literally de- 
stroy the world in more ways than one. 

Where shall we find the raw ma- 
terials with which to create our atomic 
power? 


A BY-PRODUCT, until now, of the ex- 
traction of radium from -pitch- 
blende or carnotite, uranium is widely 
distributed. The most important Euro- 
pean deposits of pitchblende are in 
Czechoslovakia, but until recently rich 
deposits in the Belgian Congo domi- 
nated the radium and uranium markets. 
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There are small deposits of carnotite in 
England, Russia, and Portugal. 

Weare fortunate in having some de- 
posits of carnotite in the sandstones of 
Utah and Colorado, Some years ago a 
considerable deposit was discovered in 
California’s Mojave Desert. In 1936, 
a gigantic pitchblende deposit was 
found at the Great Bear lake on the 
Arctic Circle of Canada. 

In 1939, shipments of this ore, 70 
per cent of which consists of uranium 
oxide, averaged 125 tons a day. Not 
only must this uranium be con- 
trolled but, just in case a substitute is 
found, any suspect nations will have to 
be kept under surveillance to prevent 
the building of atom bomb plants. 

But this should be less difficult than 
it sounds if huge plants, as now indi- 
cated, are required. 

When someone suggested science 
should take a holiday because of the 
danger that it would perfect weapons 
which would destroy man, Dr. Robert 
A. Millikan once retorted that it was 


much more likely that such terrible 
mechanisms would bring perpetual 
peace by making war unthinkable. 


A rc of scientists differ as to what 
boons atomic power will bring ina 
peaceful world, but the majority agree 
that while applications will prove amaz- 
ing they will supplement rather than 
supplant present power systems for 
some time to come. 

Before you dash to your broker and 
sell your oil or coal stock short recall 
that after almost twenty years of in- 
tensive effort television is still a strug- 
gling infant. The present odds are that 
oil, coal, and electricity will remain our 
chief power sources for a lengthy 
period. 

Security reasons apparently pre- 
clude any specific amplification of the 
bare statement that atomic power “is 
far and away the greatest discovery of 
all time and eventually will make it 
much more interesting to be a man and 
be alive.” 





Distribution Costs Government As Much As Industry 


A= of milk costs 6 or 7 cents on the farm, and two or 

three times as much in the grocer’s or at the kitchen door. 
A ton of coal costs three or four times as much in the cellar as 
it does at the pit mouth. A tank costs so much at the factory 
in Detroit or Flint and so much at Stalingrad a year ago, or 
on the Rumanian front. 


Let us not lose ourselves in ideological discussions about 
the rapacity of middlemen. Actually the differential in the 
cost of milk, coal, and tanks is the cost of transportation from 
the cow to the apartment house door, from the mine to the coal 
cellar, from the American tank factory ten or fifteen thousand 
miles to the Russian front, at Stalingrad, in the winter of 
1943, and on the Prut river later. 


SEPT. 27, 1945 430 





Dropping an Old Spanish 
Custom 


Japan’s surrender will start the Southern California 

Edison Company on a changeover from 50 to 60 

cycles. It will cost above $20,000,000 to eliminate the 

country’s last large area of other-than-60, but war 
has forced the change. 


By JAMES H. COLLINS 


ust how so prideful, so modernistic 
J a region as southern California 
ever got onto 50 cycles, and is still 
changing over, is a mystery to many 
residents. 

“Tt must be an old Spanish custom,” 
suggested an engineer. 

Anyway, the whole city area of Los 
Angeles with its municipally operated 
power was on 50 until just before the 
war, and was undoubtedly lucky in 
changing over. There was then no 
dream of war, but it has greatly simpli- 
fied war work, 

And now the Southern California 
Edison Company, with the power busi- 
ness outside the city and all around as 
far as Santa Barbara, Riverside, Han- 
ford, San Juan de Capistrano, has been 
given state railroad commission per- 
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mission to change over its 50-cycle 
service. 

This is said to be the last big block 
of other-than-60-cycle utility service 
remaining in the United States. Twelve 
years ago, when the Los Angeles engi- 
neers surveyed the country, they found 
it 95.1 per cent on 60-cycle, 2.83 per 
cent on 50, and about 2 per cent on 
everything from 133 cycles to very 
low. All the sizable 50 was in Cali- 
fornia. 

How southern California got that 
way is rather interesting. W. C. Mul- 
lendore, president of Southern Cali- 
fornia Edison, took pains to go back 
into history. 

It wasn’t an old Spanish custom, for * 
the Dons started out on good middle- 
of-the-road 60 cycles. Los Angeles got 
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its first arc lighting plant in 1882, de- 
veloped 135 cycles, and later, in the last 
century, changed to 60. San Diego, 
Santa Barbara, San Bernardino, and 
Imperial Valley developed at 60. 

Those were the days of isolated elec- 
tric plants—no water-power current 
generated afar, no networks for the 
exchange of power. Each town got it- 
self a lighting plant and picked itself a 
frequency. All over the world poly- 
phase was being tinkered with to find 
the best frequency, and, as power load 
developed, the thing became almost an 
ideology. Below 40, which was a splen- 
did truck horse for power, the in- 
candescent lamps would flicker, and 
above 60 you had a light running horse 
for your power job. Engineers consider 
133 best for lighting, 25 for power— 
the Panama canal operates its gates 
with 25-cycle current. 

The upshot was that most of the 
United States standardized at 60, the 
happy medium, while the rest of the 
world runs around 50 cycles. 


|e southern California, the 50-cycle 
serpent got a good foothold, as 
water-power projects were developed. 
Edison’s Kern River No. 1 was set at 
50. When Los Angeles went up into 
the Owen valley for more water, the 
electrical development was set at 50 to 
conform to surrounding frequencies. 
When Edison built a big stand-by 
steam plant at Long Beach, it was 50 
and, in 1918, when that company ac- 
quired the Santa Barbara system, it 
converted from 60 to 50. Consolida- 
tions of local utilities which were made 
thirty years ago, led to a lot of stand- 
ardizing at 50 cycles. 

And so the thing grew with the 
growth of the area. From 1920 to 
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1935, population of the city rose from 
600,000 to 1,300,000. Factories began 
to thrive, the electrical load to zoom— 
but every merchant who bought a 
motor, and every factory that installed 
direct-driven machinery, had to specify 
50 cycles. When John Citizen began to 
buy electric clocks, every manufacturer 
in the country heard about it—if he 
wanted to seek a market in Los An- 
geles, he would have to make a 50-cycle 
clock, and at that time it was almost 
like making an entirely new product. 
Boulder dam started things. It was 
originally designed for 50 cycles to 
serve the Los Angeles area, except for 
two small 60-cycle generators to serve 
a power company on that frequency. 
But as Los Angeles began to plan on 
Boulder dam power and to take over 
the 60-cycle system of the Los Angeles 
Gas & Electric Company, the ques- 
tion of “Which frequency—50 or 60?” 
arose. After engineering and economic 
studies, it was decided to convert to 
60, and in 1936 the city changeover was 


_ effected. 


— Edison changeover is planned 
for a period of three years, be- 
cause the company has both 50- and 
60-cycle current with which to make 
adjustments. 

The Los Angeles municipal system 
had only 50-cycle current, and there- 
fore finished the job in a little more 
than four months, including the equip- 
ment in the Edison building, downtown 
office structure of the corporation, 
which is a customer of the municipal 
system. 

Such a changeover is a big adven- 
ture in customer relations because every 
customer has to be visited for an inven- 
tory of equipment to be modified, and 
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Growth of Population in Southern California 


<4 ~~ pears California has always been a fluid sort of place for 

population, because one in every ten tourists comes back to live 

and, when times are good, the population grows. But if times turn bad, 

then many residents go elsewhere—the number of electric and gas 

meters in service has long been a barometer of prosperity, or the other 
thing.” 





all sorts of horse trades worked out for 
old equipment. 

More than 250,000 alterations were 
made in customer equipment during 
the city’s changeover, 197,000 of them 
domestic, 36,000 commercial, and 17,- 
000 power. 

Electricians visited the customer, 
gave him a control number (which he 
probably never saw), and on a job con- 
trol card wrote a working description 
of every piece of equipment that would 
have to be altered. 

In a home there might be several 50- 
cycle clocks. The customer was given 
the address of a station that would alter 
them to 60 cycles, and took them in. 
Perhaps all but one clock was readied 
for the new frequency, while the one 
left on 50 told time until the night that 
everybody went to bed on 50, and woke 
to 60 cycles. More than 100,000 clocks 
were altered. 

Some domestic motors were adjust- 
able to either 50 or 60. Others had to 
be replaced. More than 60,000 were 
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altered or replaced by electricians who 
did most of the work in the customer’s 
home. 

On commercial and power equip- 
ment, each machine was described as 
to make, capacity, type, location, ac- 
cessibility, what was to be done to 
transform it to the new frequency. 


eG age of a piece of equipment 
generally involved an arrange- 


ment with the customer, for the power 
bureau to rewind, or pay so much on a 
new unit: Sometimes the customer de- 
cided on rewinding, and then changed 
his mind. The control card showed, at 
every stage of the work, how much 
had been done, what material had been 
ordered, what would be paid by the bu- 
reau toward a new unit. 

A card system is of the utmost value 
in doing such work economically. 
After the customer inventory had been 
carefully made for the benefit of the 
engineers, the latter wrote specifica- 
tions for each machine. 
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First, it was assigned to one of three 
categories: 1. Equipment that would 
run on either 50 or 60, and could be 
changed in advance. 2. Equipment that 
would not run satisfactorily on 60 
without alterations and to be changed 
on the eve of the changeover. 3. Equip- 
ment that would have to be changed 
simultaneously with the changeover. 

Then, the engineers listed the new 
material and parts to be ordered for 
each job, and they were purchased. 
Work was assigned to shops, if it had 
to be done off the customer’s premises. 
Much of the electrical work was done 
by contract with electrical concerns. A 
glance at the control card for the X oil 
refinery, or Mrs. Jones’ washing ma- 
chine, showed how far everything had 
gone. 

It was a big rush job that em- 
ployed 2,683 people, in a 10-story of- 
fice building, from August 16 to De- 
cember 27, 1936. 

But the number of appliances need- 
ing changes doesn’t seem as large as 
would be expected in a thoroughly elec- 
trified city of 1,300,000 people. 

The motors ran to about 60,000 
changed over, and 45,000 old ones on 
which some cost was allowed toward 
the purchase of new. Out of 68,000 
washers, 5,777 were changed; 58,000 
refrigerators, 7,085 changed; sundry 
appliances, 7,000 changed out of about 
8,400. Field surveys made, 57,573. 
Changes made by the bureau, 41,222; 
by contractors, 9,414. Job control num- 
bers assigned, 48,656. 


HE Southern California Edison 
changeover is a much bigger job, 
but by spreading it over three years, the 
surveying and planning can be done by 
regular personnel. Originally, it was 
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planned for five years, beginning after 
the Pacific war ended and winding up 
about 1950. But the new schedule 
should bring completion in 1948, 

Various types of appliances and 
equipment call for different treatment, 

Heaters of practically all types run 
just as well on 60 as they did on 50, so 
no changeover is needed for electric 
ranges, water heaters, waffle irons, cof- 
feemakers, roasters, electric irons, 
space heaters. 

Incandescent lamps operate just as 
well on either cycle, but fluorescent 
lights need 60-cycle ballasts. 

Electric mixers, vacuum cleaners, 
sewing machines, and small fans have 
universal motors, and will run on either 
50 or 60, or even on direct current. 

Clocks are a complete changeover, 
including those built into cooking 
ranges using either current or gas. If 
built for 50 cycles, they run an hour 
ahead every five hours on 60 cycles. 
Some clocks are exchanged; others 
given a simple rotor replacement. 

Washing machines need mechan- 
ical changes in gears or pulleys, if 
changed at all. Most of them run a lit- 
tle faster on 60 cycles, and there may be 
some grumbling, especially in spinner 
dryers. 

A gear change quiets them — or 
quiets the customer. Ironers simply roll 
faster, which the customer may like. 


panes motors generally need 
changes, but radio sets play just as 
well on 50 or 60. Motor-driven electric 
shavers run a little faster on 60 and 
need no adjustment, but the old vibra- 
tor type has to have new vibrating ele- 


ments. Some dishwashers require 
minor changes, while others run just 
as well. 
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What the proverb says about being 
ulf slave, half free, applies to southern 
Jifornia, now that Los Angeles has 
serted 50 cycles—or the predicament 
{having one foot on the dock, the 
wher in the moving boat. 
So long as the city was on 50, there 
as a large block of customers for that 
equency—larger than in many states. 
fhey could order 50-cycle equipment 
nd, what is more important, could 
pove around freely in the area. 
But with half the customers on 50 
ter the city changeover, the situation 
came complicated. Equipment manu- 
ncturers did not have as large a mar- 
t, and sometimes premiums were 
harged for the odd frequency. People 
puld not move from the city to the 
puntry, or the other way, without al- 
trations in even household electrical 
suipment—and Los Angeles is a mot- 
y town, with islands of county terri- 
pry in the city limits. In moving fac- 
bries or equipping chain stores, there 
ere increasing difficulties. The boat 
ot getting further from the dock. 
Southern California has always been 
hiuid sort of place for population, be- 
uuse one in every ten tourists comes 
ack to live and, when times are good, 
he population grows. But if times turn 
ud, then many residents go elsewhere 
he number of electric and gas 
meters in service has long been a ba- 
meter of prosperity, or the other 


oT only the tourists come in and 
go away to come back, but indus- 
ries as well. Men come from other 
lates with experience as merchants, 
lanufacturers, executives, technolo- 
ists, and start small enterprises, many 


of which succeed. Climate is the lure. 
A small company may have a big com- 
pany engineer, or chemist, or manager, 
because the man has been compelled to 
leave a lucrative job elsewhere and 
move to California for the climate. 

All this activity involves electrical 
equipment, and the war has multiplied 
it, so that now mass industries are be- 
ginning to appear. The discrepancy in 
frequencies is making more trouble, 
and will continue to do so. War spot- 
lighted the situation and, at the same 
time, made it impossible to do anything 
toward correction until hostilities 
ceased. 

But the change becomes part of 
every southern California postwar 
plan, because in ordering new equip- 
ment for reconversion, business con- 
cerns would have to specify frequen- 
cies. Edison therefore planned its own 
conversion so that all this new equip- 
ment could be ordered on the standard 
frequency. Also, the war has developed 
new frequency-sensitive equipment. 

The total cost of the conversion is 
estimated at more than $20,000,000, 
of which some $5,000,000 will be en- 
gineering and other company costs, 
and more than $15,000,000 the cost of 
adapting customers’ equipment. The 
company plans to pay most of these 
costs, but the railroad commission will 
maintain a “continuing jurisdiction” 
over the work, to settle questions that 
arise where the customer desires to re- 
place old equipment, and questions that 
arise over company allowances on the 
new. The commission evidently thought 
that such decisions made as problems 
arise would be fairer to the public and 
also the company, than if governed by 
general rules laid down in advance. 
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Government Utility 
Happenings 


RESIDENT Truman’s recent message 

to Congress has resulted in some 
question as to whether he is actually pre- 
pared to go down the line on the TVA 
pattern of public power and river de- 
velopment projects. He gave unstinted 
praise to the accomplishments of the 
Tennessee Valley Authority. But he also 
referred, in a commendatory fashion, to 
the regular reclamation work of the gov- 
ernment. Last spring, of course, Presi- 
dent Truman openly went on record as 
favoring the “authority type” of de- 
velopment for the Missouri river. But 
in view of the rivalry known to exist in 
the government between the Interior- 
Army faction of public power and river 
development advocates and the so-called 
“authority” or TVA-type faction, some 
observers were inclined to see in the 
President’s cautious remark an attempt 
to avoid making a clean-cut issue of the 
matter just at present. The text of the 
President’s remarks dealing with public 
works generally was as follows: 

During the war years we have expended 
our resources—both human and natural— 
without stint. We have thrown into the bat- 
tle for freedom everything we had. 

Thousands of our finest young men—our 
best human resources—have given their 
lives. Additional thousands have been in- 
jured so that they may not be able to realize 
their full promise. The education of millions 
of young men and young women has been 
disrupted. At best, the nation will be de- 
prived of the full benefit of their services as 
scientists, doctors, technicians, lawyers, and 
educators for three to five years, or even 
longer, while they —— the preparation 
which the necessities of war interrupted. 

The depletion of our natural resources is 
even more startling. We have torn from the 
earth copper, petroleum, iron ore, tungsten, 
and every other mineral required to fight a 
war, without regard to our future supplies. 
We have taken what we needed. We were 
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not able to, and we did not, take account ¢ 
tomorrow. 

At the same time, our splendid prey 
program to build up our national resource 
was sharply halted. The diligent and co 
stant search for additional deposits of mi 
erals was almost abandoned in favor of 
frantic effort to discover and make possib 
the production of the materials of war. 

The long-range programs to conserve 
precious inches of topsoil which, in ma 
parts of the country, lie between plenty a 
poverty were necessarily interrupted. 
had neither the man power nor the materi 
to spare for projects to prevent the ravag 
of floods which constantly despoil our lan 
We had neither the men nor the facilities 
continue a large-scale program of reclain 
ing land and of bringing new land into ¢ 
tivation, 

With a few exceptions, we were forced 
suspend the program to which this nation 
committed of harnessing the waters of o 
great rivers so that they may become 
hicles of commerce, beneficent producers 
cheap electric power, and servants of the 
tion instead of instruments of destruction. 

In brief, although during this war this 
tion has reached the apex of its power 

ak of greatness and might which the wo 

ad never seen—our national capital accoul 
has greatly suffered. We must proceed wi 
all possible diligence not merely to resto 
these depleted resources to their pre 
standards, but to make them greater 
richer than ever before. 

We must make a diligent effort to disco 
new deposits of the precious and indispen 
ble minerals upon which our national life 
founde 

We must develop for the use of industt 
new technologies so that the vast deposits 
low-grade ores that have not heretofore b 
considered usable may be put to work for 
good of all of us. 


E should build and improve our roa 
—the arteries of commerce; we m 
harness our streams for the general welfar 
we must rebuild and reclaim our land; \ 
must protect and restore our forests. 
This is not only to provide men and wom 
with work, it is to assure to the nation 
very basis of its life. It is to play the pz 
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of a good businessman who insists carefully 
on maintaining and rebuilding his plant and 
machinery. 

We know that by the investment of Fed- 
eral funds we can, within the limits of our 
own nation, provide for our citizens new 
frontiers—new territories for the develop- 
ment of industry, agriculture, and com- 
merce. 

We have before us the example of the 
Tennessee Valley Authority, which has 
inspired regional resource development 
throughout the entire world. 

We know that we have programs, care- 
fully considered and extensively debated, for 
regional development of the Columbia river 
in the great Northwest, the Missouri river, 
the Central valley of California, and the 
Arkansas river. 

In the Columbia valley the first major step 
has been completed for the reclamation of 
barren land and the production of enormous 
quantities of power. The waters of the Mis- 
souri and the Arkansas and the rivers of 
California can be put to work to serve the 
national interest in a similar fashion. 

If these rivers remain scourges of our na- 
tion it is only because we do not have the 
prudence to harness them for the benefit of 
our people. If there are among us for any 
period of time farmers who do not farm be- 
cause there is no suitable land available to 
them, workers who do not work because 
there is no labor for their hands, we have 
only ourselves to blame so long as we fail to 
make available to them the opportunities be- 
fore our very eyes. 

I hope that the Congress will proceed as 
rapidly as possible to authorize regional de- 
velopment of the natura! resources of our 
great river valleys. 

It should be unnecessary to say that the 
conservation and development of the national 
plant must proceed according to an intelli- 
gent and codrdinated design. The water- 
sheds of this nation are not utterly inde- 
pendent, one of the other; our irreplaceable 
wealth of minerals, land, and timber is not 
composed of segments which can effectively 
be dealt with separately. Any program of 
public works must have as its unifying pur- 
pose the greatest possible contribution to the 
wealth of the nation and to the wealth-pro- 
ducing capability of the nation. 

It is necessary that we proceed as speedily 
as possible to set up machinery to make an 
inventory of our national wealth and our 
basic resources, and to test the suitability 
of plans and proposals for public works in 
light of this purpose. An agency of this sort 
could provide us with consistent direction 
toward the goal of rehabilitation and im- 
prcvement of our basic national resources. 


HORTAGES of materials and man power 
made it necessary in the interests of the 
war effort to suspend many public works 
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which might otherwise have been undertaken. 
Now that materials and man power will be- 
come more plentiful, we should be prepared 
to undertake a program of useful public 
works, not only to improve the physical plant 
of the United States but to provide employ- 
ment to great masses of our citizens when 
private industry cannot do so. Only such 
public works should now be undertaken, 
however, as will not compete with the use of 
materials and man power by private industry. 
Plans for other public works should be per- 
fected and put in reserve. 

In this connection I have several recom- 
mendations : 

During the war the construction of Fed- 
eral public works has been restricted to those 
necessary for national defense and the prose- 
cution of the war. Projects which normally 
would have been constructed were deferred, 
and a large backlog of needed construction 
has accumulated. Plans for some of these 
projects—specifically those relating to recla- 
mation, rivers and harbors, flood control, and 
the conservation of our natural resources— 
are now ready, and their construction can go 
forward when funds are provided and mate- 
rials and man power are available without 
competing with private industry. Plans for 
other Federal projects are being prepared 
through the use of funds wisely appropriated 
by the Congress for advance preparation. 
Additional funds are needed for this pur- 
pose, and I urge that the Congress provide 


em. ... 

States and local governments should be en- 
couraged to construct useful public works of 
the types that must necessarily supplement 
and go along with the private construction 
of homes and industrial facilities. If private 
construction is to move forward at a rapid 
rate, it is vitally important that local govern- 
ments promptly proceed with the construc- 
tion of such facilities as streets, sewers, wa- 
ter supply, hospitals, airports, schools, and 
other necessary public facilities. Such proj- 
ects should be undertaken at this time where 
they supplement and encourage private con- 
struction, not where they compete with it 
for man power and materials. 

The Congress has already authorized un- 
der Title V of the War Mobilization and 
Reconversion Act of 1944 appropriations for 
advances of Federal funds to state and local 
governments to assist them in the prepara- 
tion of detailed drawings and specifications 
for their public works. The appropriation 
thus far made is entirely inadequate and I 
shall request additional funds in order to 
speed up this important activity during the 
reconversion period. 

The majority of state and local govern- 
ments are awaiting a decision concerning 
Federal assistance. In order to get needed 
public facilities started promptly which do 
not compete with private construction, I rec- 
ommend that the Congress give early consid- 
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eration to grants for such public works un- 
der conditions that will insure that each level 
of government, Federal, state, and local, shall 
make its appropriate contribution. . . . 

Programs of internal improvements of a 
public character—Federal, state, and local— 
must preserve competitive bidding, guaran- 
tee collective bargaining and good wages for 
labor, utilize the skills of our returned vet- 
erans to the fullest extent, and effectively 
prevent discrimination because of race, creed, 
or color. 


OMMENTING on President Tru- 

man’s speech, the well-known 

columnist, Marquis Childs, writing in 
The Washington Post, stated: 

President Truman can hardly have for- 
gotten that we had just such an agency— 
the National Resources Planning Board. 
Congress, in a fit of economy that was in 
reality aimed at anything as New Dealish as 
planning, abolished the board. 

Before it was abolished, however, it had 
prepared extensive reports of our national 
resources and what our people were doing 
with those resources. Such an agency was 
badly needed. It is still, as President Tru- 
man points out, a necessity. But there is 
no need to repeat work already done. 

In the same section of his message he ex- 
presses the “hope” that Congress will “pro- 
ceed as rapidly as possible to authorize re- 
gional development of the natural resources 
of our great river valleys.” Whether this 
means the TVA pattern applied to the other 
great river systems is not clear since else- 
where the President uses language that seems 
to cast doubt on the TVA concept of re- 
gional autonomy. 


The President’s message omitted 
reference to the St. Lawrence seaway 
project, but Mr. Truman told a late 
afternoon press conference on Septem- 
ber 6th that he would make a statement 
in a few days on plans for completion of 
that project. President Truman had pre- 
viously—on August 30th—told a press 
conference in Washington that he 
would recommend to Congress that it 
enact legislation necessary to proceed 
with the much-discussed Great Lakes 
and St. Lawrence river proposal. 

Several bills relating to development 
of the seaway are now before Congress. 
One of them was introduced by Senator 
William Langer, Republican of North 
Dakota, and another by Representative 
William A. Pittenger, Republican of 
Minnesota. Similar measures have been 
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introduced at previous sessions of Con 
gress. 

The project, intended to make thé 
waters of the St. Lawrence navigabj 


for ocean-going vessels, would cost ; 

estimated $421,000,000. It would in 
crease the tonnage capacity of the river 
and lakes by about 20,000,000 tons an 
nually, according to supporters of thed 

velopment. 


oo President’s announced inten 
tion of backing the seaway legisla 
tion marked another step in the long 
fight by advocates of the river develop 
ment plan. An initial step was taken i 
March, 1941, when the United States 
and Canada concluded an agreement re 
lating to the joint construction of the 
seaway and power project. Provisions 
of the agreement, however, remained 
contingent upon favorable action b 
legislatures of the two countries. 

Plans called for construction of dams 
and locks on the upper St. Lawrence 
river between Lake Ontario and Mon 
treal, and the improvement of othe 
navigation facilities at several points. The 
major construction would take place ina 
48-mile stretch of the river known as the 
International Rapids section. 

The agreement provided for comple- 
tion of a deep water artery from Mon- 
treal to the head of the Great Lakes, a 
distance of approximately 1,300 miles. 

Earlier this year, some question de- 
veloped as to whether the agreement 
really constituted a treaty, requiring a 
two-thirds vote of approval by the Sen- 
ate for ratification (as distinguished 
from a simple majority vote of approval 
by both houses). The Senate Commerce 
Committee held hearings on the question 
last spring. The issue was not finally 
settled, but it appeared at that time that 
the Senate would insist on its treaty- 
making prerogatives. 


* * * * 


6 te New York Times reports that 
advocates of economy in govern- 
ment are viewing favorably a propo 

amendment to the pending $580,000,000 
Rural Electrification Administration ap- 


438 





GOVERNMENT UTILITY HAPPENINGS 


gopriation designed to “stretch” the 
federal electrification dollar by includ- 
ng other types of electrification with 

wer lines. Specifically, the backers of 
the amendment are asking that indi- 
yidual electric generating plants, such as 
wind-driven, gasoline, and  Diesel- 
jwered plants be used to supplement 
he power line in sparsely settled areas 
uch as many of those west of the Miss- 
ssippi river. 

At present the REA is authorized to 
inance only power-line electrification, 
wt backers of the proposed amendment 
int to the vast areas in the West where 
more than 1,000,000 farms and ranch 
families average only 1.1 families a mile, 
ompared with 2.5 to 3 families a mile, 
which REA has in the past regarded as 
he minimum for power-line electrifica- 


yitled area, backers of the proposed 
mendment maintain, and by authorizing 
REA to include financing of such plants 


Congress can provide electricity for far 
nore isolated farms than the present ar- 
rangement. 


* *x* * * 


| i $59,000,000 Buckingham Land- 
ing dam project apparently was 
jated to “die a borning” as more than 
0 persons from 5 counties voiced 
trong opposition to its construction at 
i public hearing held in Sumter, South 
(arolina, last month. 

At a meeting called by Colonel Carl 
R. Shaw, United States district engineer, 
0 test public sentiment on the proposed 
project, no voice was raised in favor of 
the huge dam. A dozen prominent citi- 
ns of the state spoke against the proj- 
tt in the morning session of the day- 
ng hearing, and when a rising vote was 
alled for, virtually the entire audience 
of more than 400 persons rose to denote 
0pposition. 

State Forester C. H. Flory led a group 
of speakers protesting the dam’s erection 
m the grounds that it would flood 189,- 

acres of valuable timberland. 

Others speaking against construction 
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of the dam, which would be located at 
the junction of the Congaree, Santee, 
and Wateree rivers near Sumter, in- 
cluded: Mayor Edwin B. Boyle, of 
Sumter; L. O. Funderburke, of Ker- 
shaw; Representative R. M. Kennedy, 
of Camden; J. E. Hendris, of Orange- 
burg; Henry Savage, of the Lynch 
River Soil Conservation Association; 
W. E. Miner, of the Columbia Cham- 
ber of Commerce ; and a delegation from 
Lee county. 

In their arguments, representatives of 
these organizations told the Army divi- 
sion engineer that building of the Buck- 
ingham Landing dam would: 

1. Flood 180,000 acres of land along 
the Congaree and Wateree rivers, ruin- 
ing much valuable hardwood timber. 

2. Put at least a dozen wood-working 
and lumbering plants out of business, 
throwing many persons out of work. 

3. Destroy all additional natural re- 
sources in the flooded areas. 

The Columbia Chamber of Commerce 
was present to advance arguments fa- 
voring the proposed 8-foot-deep channel 
on the Congaree river connecting Colum- 
bia with the Santee reservoir. The Co- 
lumbia chamber did not argue for the 
Buckingham project itself, only for com- 
pletion of an 8-foot channel, either by 
erection of the dam or by dredging. 
Main argument favoring ‘this channel 
was that it would connect Columbia and 
Charleston by an inland waterway, pro- 
viding another traffic link between the 
state’s capital and its chief port. 

As outlined in the announcement, the 
hearing was held to give all interested 
group or individuals the chance to pre- 
sent arguments for or against the Buck- 
ingham Landing project. 


* * * * 


| ge will be requested for the con- 
struction of government transmis- 
sion lines to carry Shasta dam hydro- 
electric power to Roseville and other 
northern California municipalities ap- 
plying for Bureau of Reclamation serv- 
ice, Secretary of the Interior Harold L. 
Ickes announced on August 31st. 
Decision to make this request re- 
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sulted, Mr. Ickes explained, from con- 
versations between Bureau of Reclama- 
tion representatives and officials of the 
Pacific Gas and Electric Company, indi- 
cating that the company did not intend 
to enter into an agreement to deliver 
Shasta power for the bureau over the 
company’s transmission lines. In com- 
— upon this refusal, Mr. Ickes 
said: 


Our representatives met with responsible 
Pacific Gas and Electric Company officials 
on August 22nd to arrange, if possible, for 
the delivery of Shasta power to the city of 
Roseville, with which the Bureau of Recla- 
mation made a contract in July after Rose- 
ville voted to use the public power. Under 
the terms of this contract there will be a sav- 
ing to the city of about 40 per cent in charges 
for electricity, as compared with rates now 
paid by the city to the PG&E. 

We had some reason to believe that the 
PG&E would codperate in making Shasta 
power available to preferred customers be- 
cause of the testimony of its president in 
opposing the construction of government 
transmission lines before the House and Sen- 
ate Appropriations subcommittees. 

Public bodies and codperatives are en- 
titled under the Reclamation laws to a pref- 
erence in the purchase of power produced 
at Shasta dam. To make that preference ef- 
fective transmission facilities connecting 
such preferred customers with Shasta dam 
are essential, 

The refusal of the PG&E to codperate 
with the Bureau of Reclamation in effec- 
tuating the preference provisions of the 
Reclamation Law has made it perfectly clear 
that if Roseville and other municipalities of 
California which apply for Shasta power are 
to receive preferences to which they are en- 
titled the government itself will have to 
build its own lines to deliver its electrical 
energy. 


HE Bureau of Reclamation contract 

with Roseville was the first to be 
entered into between the Federal gov- 
ernment and a California municipality 
for the delivery of Shasta power. In 
1944 the city of Roseville paid the Pa- 
cific Gas and Electric Company $45,096 
for electric current marketed over the 
city’s own distribution system. Had it 
purchased at the rates agreed upon with 
the Bureau of Reclamation, the city 
would have saved more than $18,000. 
If transmission lines are provided other 
cities may obtain similar savings by pur- 
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chasing power directly from the govern 
ment. 
* * * * 


oo Brien McMahon, Demoer: 
of Connecticut, recently introduce; 
a bill to create a government guardian 
ship for atomic energy. Under the le 
islation a 6-member board would get thi 
job: 

To conserve and restrict the use of atomi 
energy for the national defense, to prohib 
its private exploitation, and to preserve 
secret and confidential character of info 
tion concerning it. 


The board would consist of the Secre 
taries of War and the Navy, the Atto 
ney General, the chairman of the Fed 
eral Power Commission, and two othe 
persons to be appointed by the Presiden 

Board members who do not hold an 
other government office would receiv 
$10,000 a year. 

Among. other things, the measu 
would provide a 5-year prison term an 
$10,000 fine for any person convicted o 
applying atomic energy in an unautho 
ized manner or disclosing any informa 
tion classified by the board as confide 
tial. President Truman, in a statement 2 
nouncing the first use of the atomic bom 
against Hiroshima August 5th, said 
would ask Congress to create a simila 
commission. He added that he woul 
make further recommendations “as t 
how atomic power can become a powe 
ful and forceful influence toward 
maintenance of world peace.” 


* * * * 


or the first time in more than fi 
years, powerhouses at nine TV 
dams, closed since June 27, 1940, for s¢ 
curity reasons, were reopened to the pul 
lic September 1st. The public would g¢ 
its first glimpse inside the hydroelectr 
plants at Fort Loudoun and Watts Ba 
below Knoxville on the Tennessee, sina 
both plants were completed during th 
war. The Watts Bar steam plant will al 
be open, TVA said. ; 
Effective August 21st, visitors aga 
are also allowed at Bonneville dam, 
was recently announced. 
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Wire and Wireless 
Communication 


ELEPHONES for everyone who wants 

them are still months away. In 
ite of the fact that the Office of War 
tilities was one of the first war agen- 
ks to preside at its own liquidation, 
iminating all but one of its controls 
er utilities and communications serv- 
vs in less than a week after the capitu- 
tion of Japan, actual installation of 
hones may be eight months to a year 


ay. 

Cutbacks of practically 100 per cent in 
ilitary orders for telephones and other 
mmunications equipment have released 
ill manufacturing facilities for produc- 
in of civilian facilities. However, man- 
wer requirements are the major block 
pimmediate alleviation of the situation. 

Production of telephone instruments 

il be sufficient within the next six 

teks to two months to supply all de- 
mands, but the actual installation of tele- 
fione instruments depends first on ac- 
misition of central control equipment— 

s somewhat dependent upon man 
oe production and installing of 

les. 

Estimates made before the end of the 
hpanese war by the telephone companies 
jaced the date for supplies of sufficient 
kephones to fill all civilian demand at 
ive to seven months, and for installation 
all desired phones at eighteen months. 

With the large military cutbacks, it is 
~w estimated that all demands will be 
lied by spring. Several factors enter 
Mo this estimate, including the migra- 
tm of workers from locations where 
fey have been in war production to 
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other cities to engage in peacetime work. 
Another element entering into calcula- 
tions is the reduction in high-salaried 
workers who previously requested tele- 
phones and are no longer interested in 
paying for them. 

The present over-all estimate, based on 
all these factors, is that anyone who wants 
a telephone installed in either his home 
or business will not be able to imme- 
diately get one until spring—as far as 
equipment is concerned—and perhaps 
not until about a year from now—due to 
man-power shortages. 


x * * * 


Be. National Telephone Commis- 
sion of the National War Labor 
Board on August 30th moved to dispose 
as rapidly as possible all pending volun- 
tary applications for approval of wage 
adjustments following a conference with 
the Office of Economic Stabilization con- 
cerning certain cases involving the ques- 
tion of possible rate relief. 

The cases in question are those volun- 
tary applications in which the employer 
has stated that he has no present inten- 
tion of seeking rate relief but was re- 
serving the right to include the proposed 
wage increases as part of the company’s 
expenses in any future proceedings be- 
fore state and Federal agencies which 
regulate utility rates. 

It was determined that these cases will 
be considered by the commission in the 
same light as cases in which an employer 
stated that he would use the proposed in- 
crease as a basis for seeking an increase 
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in ceiling price and will be referred to the 
Office of Economic Stabilization if the 
commission approves an increase. 

Chairman Pearce Davis of the commis- 
sion emphasized that these cases will be 
acted on as rapidly as possible. 

Pursuant to General Order No. 40, 
which allows certain voluntary or agreed- 
upon wage increases to be put into effect 
without approval under specified condi- 
tions, the commission already has re- 
turned 102 applications to the parties 
with a notice that the proposed adjust- 
ments did not require approval under the 
new rules. The applications did not con- 
tain the qualifying statement pertaining 
to possible rate relief. 

However, most of the applications, 
Mr. Davis: said, contain the reservation 
that the wage adjustments may be in- 
cluded as expenses in proceedings be- 
fore the rate-regulating agencies. These 
will be acted on and referred to the OES, 
if an increase is approved, as expedi- 
tiously as possible, he said. 

General Order No. 40 was issued pur- 
suant to Executive Order 9599 of the 
President. It provides that voluntary 
or agreed-upon wage adjustments may 
be made without approval of the NWLB 
or any of its agencies, “upon the condi- 
tion that such increases will not be used 
in whole or in part as the basis for seek- 
ing an increase in price ceilings or for re- 
sisting otherwise justifiable reductions in 
price ceilings, or, in the case of products 
or services being furnished under con- 
tract with a Federal procurement agency, 
will not increase the cost to the United 
States.” 


* * * * 


SHRILL whistle cut the quiet of the 
Maryland countryside. Five trac- 
tors of a cable train shuddered into slow 
motion. Smoothly, slickly, the cable- 
placing plow laid to rest an American 
Telephone and Telegraph Company 
coaxial cable 3 feet down in the soft 
earth. 

And so began a project capable by next 
summer of linking District of Columbia 
homes in a television network with Rich- 
mond, Virginia, and Charlotte, North 
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Carolina. Approval of television towel 
in Washington has already been grant 
the Bamberger Broadcasting Servig 
Inc., and the National Broadcastiz 
Company. 

In its longest construction program ff 
the current year, AT&T is “plowing ig 
a telephone cable of the new coaxial tyy 
along the byways and skirting the hig 
ways from Washington down to t 
North Carolina city. 

Besides supplying many long-distang 
circuits, the new 400-mile cable ro 
when it is completed a year from now w 
be equipped to transmit the very broa 
bands of frequencies required for tele 
sion, according to company official 
They add that along with other coaxi 
cables—proposed or now under construg 
tion—the Washington-Charlotte cab 
may be a link in future nation-wide tel¢ 
vision networks. 

Regularly scheduled television broad 
casts are now being sent out each wee 
from New York, Philadelphia, Scheneg 
tady, Chicago, and Hollywood. It woul 
be the function of the coaxial cable t 
transmit programs from one broadcast 
ing station to another in a distant ci 
From the broadcasting station, progra 
are beamed directly to the home. 

The Washington-Charlotte cable route 
which started August 7th at the Distric 
line, was recently reported to hav 
reached a point some 25 miles southeas 
off Route ee 

The plowing-in trailer forms a colorfu 
caravan. Cutting a swath through corn 
fields, woodland, over back roads, and 
under streams, it is manned by a fore 
man and a crew of eight. To bury th 
cable, a rooter plow first splits a path 
through roots and rocks ; next comes th¢ 
cable-placing plow and trailer holding 
the reel of cable, drawn by two tractors 
It is this unit, guided by two men, tha 
feeds the cable into the furrow. A fina 
trailer fills in the earth. 


x* * * * 


HE failure of Congress to do any 

thing about curbing the extraor 
wers of the Federal Communica 

tions Commission over the nation’s radio- 


nary 
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proadcasting stations is a very real threat 
ip freedom of speech in America, Lewis 
Avery, director of broadcast advertising 
for the National Association of Broad- 
asters, said recently in Oklahoma City. 

Avery, who spoke at a luncheon of the 
Oklahoma City Chamber of Commerce, 
junior division, said that while Paul A. 
Porter, present chairman of the FCC, 
ad President Truman have emphasized 
frm convictions that radio must enjoy 
the same freedom of speech as the news- 
papers, “neither will remain in office for- 
ever.” 

The luncheon was in observance of the 
twenty-fifth anniversaries of junior 
chambers of commerce and commercial 
broadcasting. 

Avery said he agreed that, by its very 
nature, radio must be regulated to some 
extent by the Federal government, but he 
asserted that under existing broad pow- 
ers the FCC, upheld in 1943 by a 5-to-2 
Supreme Court decision, is forcing com- 
mercial radiobroadcasting “to wage a 
more complex and dangerous fight” than 
ay other communications media. 

Avery described freedom of speech as 
‘the visible and audible sign of all free- 
doms” and told junior chamber members 
that “the defense of freedom of speech is 
the privilege and responsibility, the op- 
portunity and obligation of youth.” 

“As we grow older,” he said, “we in- 
sinctively grow less tolerant of freedom 
of speech—and others. Bitter experience 
and arduous training have taught us 
what we believe to be truths. We do not 
like to have these faiths questioned. We 
want to cling to what we deem to be es- 
tablished facts.” 


* * * * 


: i Southern Bell Telephone & Tele- 
graph Company appealed to the 
courts last month in a move to seek relief 
from an order by the Tennessee Railroad 
and Public Utilities Commission direct- 
ing the firm to drop its rates an estimated 
$300,000 a year. 

Represented by four attorneys, the 
company was granted a writ in David- 
wn Chancery Court, the effect of which 
wil be to stay execution of the commis- 
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sion’s order which was scheduled to be- 
come effective November Ist. 

Granted July 3rd, the order directed 
the firm to reduce its rates on intrastate 
calls to a level within interstate tolls. The 
company said the reduction would 
lower gross income an estimated $300,- 
000 per year. 

The firm’s attorneys posted bond of 
$200,000 pending disposition of the case 
in chancery court. The case will be de- 
cided upon the basis of records which 
would be sent up from the commission to 
chancery court. There would be no oral 
testimony. 

The chancellor’s decision will be de- 
layed by a 75-day waiting period which 
must elapse. In the event of dissatisfac- 
tion with the decision, either party will 
have an opportunity to appeal to the Ten- 
nessee Supreme Court. 


* * * * 


Pipers motorists soon may be 
able to telephone homes or offices 
without getting out of their cars. The 
Ohio Bell Telephone Company on Au- 
gust 29th announced it had applied to the 
Federal Communications Commission 
for permission to operate a radiotele- 
phone station in Cleveland to provide 
service to various types of motor ve- 
hicles. Present plans call for a 250-watt 
transmitter, connected to the general 
telephone network. 

The application to the FCC requested 
permission to operate an initial installa- 
tion of 20 mobile units, including 6 on 
Ohio Bell automobiles. Installations of 
others, said F. P. Merrick, division com- 
mercial manager of Ohio Bell, would de- 
pend upon public demand and availabil- 
ity of equipment. 

x * * * 


HE Federal Communications Com- 

mission, which is opposed to the 
manufacture of two-band FM (fre- 
quency modulation) radio receivers for 
use during the period required for the 
“switchover” from the present FM place 
in the spectrum to the higher one assigned 
for it in the commission’s reallocation 


program, has advised R. C. Cosgrove, 
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president of the Radio Manufacturers 
Association, that it “might” terminate 
forthwith transmission in the old band 
should its wishes be disregarded. 

FCC Chairman Paul A. Porter wrote 
to Mr. Cosgrove under date of August 
17th, in a letter subsequently made pub- 
lic by the commission, in part as follqws: 


The only reason that has been advanced 
for the manufacture of receivers covering 
the old FM band as well as the new is that 
by building such receivers demonstrations 
of FM reception to prospective customers 
will be possible; this does not appear a valid 
reason, 

We anticipate that very shortly the com- 
mission will announce its standards for FM 
broadcasting in the higher band. As soon as 
this is done, FM stations will be required 
to take steps to begin operation in the new 
band as soon as possible so that by the time 
receivers are available all stations will be 
operating in the new band. 

Thus it will be possible to demonstrate 
the operation of the receivers in the band 
which is to be the permanent home for FM. 

Our purpose in permitting an FM station 
which has moved to the higher band tem- 
porarily to continue simultaneous operations 
in the lower band was simply to prevent the 
loss of FM service to persons in the com- 
munity who possess the old-style receivers 
and who have not yet had an opportunity to 
convert them or replace them with a new 
receiver. It is not known how long it will be 
possible to do this because of the needs of 
the services which have been assigned to 
the old FM band. It is the commission’s de- 
sire to permit this dual transmitting opera- 
tion as long as it is necessary. 


* * * * 


Pai Pius XII, speaking in English, 
addressed a group of American radio 


executives at Rome on September 5th. 
The Pope said: 


Like every human invention, the radio can 
used as an instrument of evil as well as 


good. It has been used, it is used to dis- 
seminate calumnies, to mislead simple, unin- 
formed folk, to disrupt peace within nations 
and between nations. 

This is an abuse of a gift of God; and it is 
for the responsible directors, as far as pos- 
sible, to check and eliminate it. 

Let the good accomplished by the radio 
always outrun the evil until the evil becomes 
weary and falls by the wayside. Is that too 
much to hope for? Certainly it is a noble 
goal, worthy of men’s best efforts, and it is 
our fervent prayer. 


He thanked the executives for the 
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“many courtesies extended by the Amer. 
ican broadcasting systems to our Vatican 
radio station.” 


x * * * 


F& nearly six years, 2,700,000 per- 
sons, including thousands of women, 
have ‘shared the simple secret of the 
language of radar which, so far as is 
known, the enemy never was able to 
break. 

This language, used by pilots, naviga- 
tors, Waafs, Wrens, Auxiliary Terri- 
torial Service women, and ground crews 
involved in the plotting and locating of 
enemy aircraft or targets, was so simple 
that the German intelligence presumably 
considered it mere drivel. 

When those operating the radar equip- 
ment went on the air with something that 
sounded like “Heads up, bandit at four 
angels. Drop it. Pancake and lights,” it 
must have sounded like gibberish to the 
enemy tuned in on our wave lengths, and 
yet to those in the air it was English with 
a definite meaning. 

Translated, “heads up” meant that 
enemy planes had broken through coastal 
defenses. “Bandit” was a term used for 
identified aircraft. “Angels” was the 
measure of feet in thousands ; thus “four 
angels” signified that the foe was seen at 
4,000 feet. “Drop it” meant do not at- 
tack. The rest of the message instructed 
the pilot to land, refuel, and rearm. He 
also was told to touch the button, which 
would give his recognition signal on the 
radar instrument. 

There were hundreds of other words 
and phrases completely decipherable, 
many of which are still on the secret list. 
For instance, “bogey” was an unidenti- 
fied enemy aircraft. To “buster” meant 
to fly at normal speed, but to “gate” 
meant to fly at maximum speed possible. 
Allied fighters were called “chickens.” 
“Tally-ho,” coming from air to ground, 
meant that the enemy had been sighted 
and recognized as hostile, generally fol- 
lowed by a call of “grand slam,” meaning 
that the enemy aircraft had been shot 
down. When “oranges” were either 
“sweet” or “sour,” the weather was 
or bad, 
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By OWEN ELY 


Full Employment Bill Threatens 
Federal Spending for Power 
Projects 


HE Murray-Wagner full employ- 

ment bill introduced last January, 
endorsed by numerous government lead- 
ers, and given a “must” label by Presi- 
dent Truman, will if passed represent the 
perfect flowering of New Deal philos- 
ophy. It represents an automatic trans- 
fer of powers and responsibilities from 
the private capitalistic system to the 
Federal government. If the program is 
faithfully carried out by Congress, it is 
difficult to envisage anything but a con- 
tinuation of heavy taxation, deficit fi- 
nancing, and an ever-mounting Federal 
debt which will eventually ruin our mone- 
tary and banking system. 

The bill pays lip service to the private 
enterprise system, it is true, and directs 
Congress to remedy current handicaps 
to private employment. But if imme- 
diate improvement is not forthcoming— 
and it is difficult to speed up industry 
by legislative fiat—the Federal govern- 
ment is ordered to set up a comprehensive 
program of new projects, presumably of 
a construction nature, which would take 
up the slack of unemployment. 

Since heavy taxes. plus deficit financing 
would doubtless be necessary to insure 
such full employment, private capital 
would remain badly crippled. Under our 
present burdensome tax system venture 
capital can function only on the basis of 
“small business,” through “windfall” 
methods such as wildcatting for oil, by 
tax exemption, or by tax evasion and 
black markets. According to a recent 
Saturday Evening Post editorial, a new 
venture returning a 50 per cent profit 
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would return a gain of only about 1 per 
cent to the man who already has an in- 
come of $101,000; and even the man 
with $5,000 income would reap only one- 
fifth of the profits. There is some com- 
pensating advantage, however, in the fact 
that the Treasury Department will ab- 
sorb a correspondingly large proportion 
of any losses encountered. Thus there 
is some slight motive left to launch new 
enterprises by those who feel that current 
losses can be charged off while gains 
may be “frozen” until some more pro- 
pitious time for realizing them. 

Despite the tax handicap, corporate 
enterprise may also continue some ex- 
pansion policies because of competitive 
factors. It must try to employ idle 
funds, and does not face as heavy a tax 
penalty as the stockholders themselves. 
Despite the crippling effects of the tax 
system, combined with the attempts of 
OPA and other government bureaus to 
whittle down corporate profits while per- 
mitting wages to advance, the capital sys- 
tem is perhaps tough enough to “take it” 
and remain venture minded. Reconver- 
sion is proceeding more smoothly than 
was feared. With even a moderate re- 
adjustment of the tax burden there would 
be no need for the Federal government 
to take over the entrepreneurial func- 
tion. 


5 fag emiggero enthusiasm for the 
new scheme is bringing forth a 
flood of propaganda and dubious statis- 
tics such as accompanied previous phi- 
losophies—for instance, technocracy, the 
single tax, etc. It is based on the theory 
that we produced a tremendous national 
income during the war, and can do 
the same in peacetime. But it fails to 
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take into account that most everyone 
worked long hours and at high ten- 
sion during the war; that the work 
week is now being heavily cut, large- 
scale strikes resumed, and other “nor- 
mal” peacetime policies resumed. High- 
pressure production methods used during 
the war won’t be tolerated by union labor 
during peacetime, with its “make-work” 
and “feather-bedding” policies. It is a 
mistake, therefore, to assume that we 
can double our 1940 national income 
merely by act of Congress. We can do 
so, of course, by the inflationary method 
of raising wages and prices, but we can- 
not produce double the volume of goods 
unless we can persuade people to work 
as intensively and patriotically as they 
did under wartime pressure. 

Henry Hazlitt in The New York 
Times states: 


This drive for the Murray full employ- 
ment bill can only increase inflationary fears. 
. .. Former controls over industrial wages 
are being allowed to lapse . . . but final re- 
tail prices are to be held where they are. 
The patient’s fever is being increased, but 
everything is to be made to look right by 
holding the thermometer down to normal. 
It appears probable that the display and sale 
of new automobiles will now be held up for 
weeks because of the red tape involved in the 
complex pricing formula of OPA. If this 
sort of thing were to grow, the next step, 
presumably, will be for the sponsors of the 
Murray Bill to claim that private enterprise 
has once more failed to provide full em- 
ployment and to insist that the government 
step in with more government spending or di- 
rect work relief. 


One of the arguments advanced to 
favor the bill by Reconversion Director 
John W. Snyder is that during the 
1930’s the country suffered a loss of over 
$300,000,000,000 in terms of goods and 
services that might have been produced, 
and that this amount was greater than 
the cost of the war. This estimate was 
apparently based on a chart from Secre- 
tary Wallace’s new book, “Sixty Million 
Jobs,” in which he has drawn a straight 
line from the 1929 production level to 
that of 1942. The actual production fig- 
ures in intervening years reflect an ag- 
gregate “deficit” (below the trend line) 
of $350,000,000,000 of lost goods pro- 
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duction, or 88,000,000 man-years of em. 
ployment lost. 

Mr. Wallace has set a goal of $200- 
000,000,000 national production and 60,- 
000,000 jobs by 1950. Originally it was 
perhaps assumed that 60,000,000 jobs 
was an immediate objective, but this is 
not the case—we are considering a 5-year 
plan similar to those which Russia has 
initiated from time te time. 


Hus the 60,000,000 figure is some- 

what misleading. According to the 
“U. S. Statistical Abstract,” the number 
of “gainful workers” (including those 
unemployed ) usually constitutes about 55 
per cent of the total population over 14— 
about 80 per cent of the male population 
and 25 per cent of the female wish to 
work. In the forty years, 1900-1940, so 
far as figures are available, the per- 
centage varied between 52 per cent and 
58 per cent. Even during the war our 
total labor force did not increase much— 
the estimated civilian labor force in July, 
1944, was 55,000,000 and in June, 1945, 
53,000,000, compared with about the lat- 
ter number in 1940; however, some 10,- 
000,000 male workers were temporarily 
replaced by women, older men, or those 
previously unemployed. 

In 1940, however, even though it was 
a normally prosperous year, some 2,500,- 
000 were still on public emergency work 
(with another 1,000,000 on special Fed- 
eral payrolls but apparently not work- 
ing), and about 5,000,000 were reported 
seeking work, so that actually only about 
45,000,000 were “regularly employed.” 
The 60,000,000 figure is based on the as- 
sumptions that all “gainful workers” 
should be regularly employed, and that 
due to increase in population this num- 
ber will expand to over 60,000,000 by 
1950. 

Unemployment is an evil we have al- 
ways had with us in various degrees. The 
mere fact that it was largely eliminated 
during wartime doesn’t mean that it can 
be done during peace. Even Mr. Wal- 
lace recognizes that there is a good deal 
of “frictional” unemployment. There 1s 
also considerable voluntary unemploy- 
ment—many people can’t find the right 
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job at the right pay, and are will- 
ing to take an extended vacation, par- 
ticularly when they can thereby obtain 
unemployment relief. This kind of un- 
employment will doubtless be stimulated 
by the current government proposal for 
increasing such relief to $25 a week for 
twenty-six weeks. 

Apparently neither the government 
aor anyone else has made a competent 
analysis of abnormal unemployment and 
its causes. The problem is tied in with 
that of the business cycle, which thus 
far has baffled economists. Senator 
Murray seems to take it for granted that 
all of the depressions from 1870 to 1930 
were caused by private enterprise “left 
to its own devices” ; the influence of un- 
favorable government policies, such as 
high tariffs and unsound monetary 
measures, is treated as if it did not exist. 
Perhaps $1,000,000,000 devoted to a 
thorough study of our economic-political 
history and setup would be money well 
spent. 


NDER the proposed bill, the Presi- 

dent and his advisers will estimate 
at the beginning of each year how many 
unemployed there are likely to be, based 
on the national income and other factors. 
Congress will then be requested to ex- 
plore the immediate causes of such unem- 
ployment and pass legislation designed to 
provide the remedy. If this does not have 
the desired effect, then Congress is to 
set up a public works program carried 
out by private contractors but financed 
by the Federal government. It is obvious 
that, unless the government proposes to 
go into residential building on a gigan- 
tic scale (which seems unlikely), the 
only alternatives are road building, river 
and harbor improvement, and big hydro 
power projects. 

The huge programs for “valley de- 
velopment” which have recently come to 
the fore are a reincarnation of New Deal 
power projects turned down by Con- 
gress, such as St. Lawrence, Passama- 
quoddy, Columbia Valley Authority, 
seven little TVA’s, the “grid” project, 
the FPC wartime construction pro- 
gram, etc. The results accomplished by 
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TVA in improving the income of thé 
“submerged” southern population in the 
Tennessee valley, at the expense of the 
Federal Treasury, are being exploited a 
a pattern for similar application of th 
social service idea to other river valley 
regardless of the expense involved, 
Doubtless similar benefits would ac 
crue to many municipalities in the ares 
affected by the proposed schemes, but 
substantial amount of the prosperity i 
these areas would reflect governme 
benefits and bonuses rather than genuin 
economic progress. There can be littl 
doubt that projects on a scale sufficie 
to guarantee 60,000,000 jobs (witho 
unemployment) would lead to huge na 
tional waste, dwarfing the losses incurre 
in leaf raking and boondoggling durin 
the 1930’s. The system could not be d 
vorced from politics any more than we 
WPA, PWA, and other agencies whi 
padded the public payrolls and mad 
Uncle Sam a Santa Claus to millions. 
It is probable that utility leaders, i 
dividually and together with their spoke: 
men in the Edison Electric Institute an 
the new National Association of Electr 
Companies, will forcefully present the 
views to Congress on this subject. 


T the present time we have an eno 

mous pent-up demand for all typ¢ 
of consumer goods, including elect 
appliances. The OPA is attempting 
hold prices to prewar levels, with it 
creased costs absorbed either by man 
facturers or wholesalers. Congre 
might well check on this OPA polid 
and see whether it is going to retaq 
private enterprise in this and simil 
lines. 

If private industry is not obstruct 
by government red tape and hi 
taxes, it will quickly get i 
gear and insure maximum A 
employment consistent with peaceti 
conditions. Huge public projects sho 
be reserved for the time a few yea 
hence when the public’s demand for caf 
houses, washing machines, etc., has be 
satiated. At that time some special sti 
ulus may be necessary to keep the ed 
nomic ball rolling. In the meantime, 
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SEC Holding 
Co. Act 
Release 
Company 
United Light & Power Co. ...... 
Puget Sound Power & Light Co. . 


4215 
4255 


4501 
4618 
4896 


5114 


18 
23 


Southern Colorado Power Co. .... 
Virginia Public Service Co. ...... 
International Utilities Corp, ...... 


29 
14 


American Utilities Service Corp. . 
Standard Gas & Elec. Co. ........ 


Before refunding 
After refunding 


Number Page Arrears 


Change in Common 
No.of YofNew Equity in Earnings 
Yearsto Common Before 
“— off Allocated (Excluding 
fd to Pfd, Consideration 
Stocks of Arrears) After Plan 
95% $2,585,000 $309,250 
97 523,000 to 60,000 to 
949,000 73,000 
5 


10 to 15 1 594,000 108,000 
26 95.23(c)  185,000(a) 28,800(a) 
9 85 87,500 36,750 


13+- 95 2,621,564 
5 to 11 85 8,808,000 
83 89.5 100,397 


98 219,218 
98 454,684 


Estimated 


15 
194 to 354 


290,000 
2,655,000 
36,750 


10,495 
15,204(b) 


(a) To class B stock. (b) Sinking funds restrict dividend-paying power for thirty years. 


e 


t) To preferred and class A stocks. 


pvernment debt should be lowered as it 
as during the prosperous 1920’s—not 
ncreased by wasteful construction. 


¥ 
Security Allocations in One- 


Stock Recap Plans 


AN interesting table of common stock 
allocations in utility recapitalization 
ans was prepared by Reis & Chandler, 
m., in the Scranton-Spring Brook 
jater Case. This is reproduced, with 
me changes and additions, in the ac- 
mpanying table. The estimated num- 
t of years to pay off preferred stock 
frears is based on the expected rea- 
mable earning power, as accepted or de- 
tmined by the SEC. The percentage of 
Ww common stock allocated to the pre- 
ed stock does not seem entirely con- 
tent in each case with the estimated 
ber of years required to pay off ar- 
urs, but of course there are varying in- 
dual circumstances. In general the 
ttern thus far established is to assign 
the preferred 85 to 97 per cent of the 
w common, depending on the period of 
urs required to pay off arrears and ap- 
ying a discount basis (the present 
tue of an annuity representing such 
yments ). 
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Electric-gas Operating Stocks 
oe tabulation on page 450 has been 


increased from 49 stocks (July 
5th ForTNIGHTLY, page 48) to 60, by in- 
clusion of one new issue (Lake Superior 
District Power) and 10 stocks which 
have rather poor markets—Iowa Public 
Service, Brockton Edison, Beverly Gas 
& Electric, Concord Electric, Fall River 
Electric Light, Holyoke Water Power, 
Lawrence Gas & Electric, Lowell Elec- 
tric Light, and New Bedford Gas & Edi- 
son Light. 

Many of the New England stocks in 
the list are closely held, and a number 
of companies are controlled by holding 
companies with a relatively small propor- 
tion of the stock held by the public. How- 
ever, we have endeavored to make the list 
as complete as possible in order that the 
average yield and price-earnings ratio 
may be based on the fullest available data. 
It is an interesting coincidence that the 
averages remain exactly the same as in 
the previous table. There has been com- 
paratively little variation in utility prices 
in the past few weeks ; utility stocks were 
not much affected by the break in the 
rails during mid-August, and at this writ- 
ing were around their best recent levels, 
slightly above the July top. 
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ELECTRIC-GAS OPERATING COMPANY STOCKS 


Where Price Div. Yield Share Earn. 

Traded About Rate About 12 Mos. 
Arizona Edison O 17 80 4.7% June 
Arkansas-Missouri Pr. ...........+- O 60 43 June 
Beverly Gas & Electric Co, .......... O 2.65 Dec. 
Black Hills Power & Light O 1.20 July 
Boston Edison 2.00 June 
NS HOON GOD. oon ccc cncsscces Oo 2.00 Dec. 
California Electric Pr. ........ccee0- 4 50 June 
Central Hudson G. & E. ...........- June 
Central Illinois E. & G. ............. O June 
Central Vermont P.S. .......200000. O July 
Cleveland Electric Illum, ............ Cc June 
Commonwealth Edison June 
Community Public Service June 
Concord Electric Co. .....cccccceee- Oo 
Connecticut Light & Power 
Connecticut Power 
Consolidated Edison N. Y. .......... Ss 
Consolidated Gas (Baltimore) 
Delaware Power & Light 
Derby Gas & Electric 
DE cok cae dececetan goes an Ss 
Duke Power 
Empire District Elec. ............+.- Oo 
i be) f ee Oo 
OS So ee ee O 
ee can ehcceviscane Cc 
Holyoke Water Power Co. .......... O 
Houston Lighting S 
Idaho Power 
Indianapolis Power & Lt. ............ S 
Iowa Public Service 
Lake Superior District Pr. .......... Oo 
Lawrence Gas & Electric 
Lowell Electric Light Co. ........... O 
Lynn Gas & Electric 
Michigan Public Service 
Missouri Public Service 
Missouri Utilities 
Montana-Dakota Utilities 
Mountain States Power 
New Bedford Gas & Edison Lt. ...... Oo 
New Orleans Public Service Oo 
Newport Electric 
Pacific Gas & Electric ............... S 
Pennsylvania Water & Pr. ........... Cc 
Philadelphia Electric 
Public Service of Colo. .............. Oo 
Publie Service of Ind. .J....cccccecs Oo 
Puget Sound Power & Lt. ........... Cc 
Rockland Light & Power O 
San Diego Gas & Electric 
Te ee O 
OE ee oO 
Southern California Ed. ............. S 
Southwestern Public Serv. .......... Oo 
Tampa Electric 
Rk hice cee dkved pends dace oO 
West Penn Power 
.... & | vo Serer rrr rs oO 
Wisconsin Electric Pr, .............. Oo 


Averages 5.0% 
S—New York Stock Exchange. C—New York Curb. B—Boston Exchange. O—Over 
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What Others Think 


Utilities Use National Advertising; Tell 
Advantages of Their Communities 


W ITH the war’s end and the urge 
upon industry again to be doing its 
accustomed job of making goods for ci- 
yilian use, evidence is seen of the alert- 
ness of utility managements to the op- 
portunities for greater service and 
sowth, in the resurgence of peacetime 
business which is anticipated. 

It has been noticed that several busi- 
ness-managed utility companies, either 
ingly or in groups, are using the adver- 
tising columns of newspapers and period- 
als with national coverage to make 
inown the varied advantages of the com- 
munities which they serve. Attention is 
lirected chiefly to the opportunities of- 
fered for industrial location, with a list- 
mg of numerous factors as reasons for 
he superior conditions claimed. 

A recent quarter-page newspaper ad- 
rertisement of Cleveland Electric Illumi- 
sting Company presents in the upper 
lf of the space a map with the words, 
‘Best Location in the Nation,” in heavy 
ktters across the top. Cleveland and 
xighboring territory is spotted in black 
n the center of this map, with five 100- 
nile circles spreading from it, and a 
atch-line below reads : “75,000,000 Cus- 
omers within 500 Miles.” Concise text 
nthe remaining space sets forth the ad- 
antages claimed. A dozen separate 
pints are listed, among them, in italics— 
‘adequate electric power at low rates.” 
lis stated that a brochure of the area’s 
ndustrial assets will be sent, and inquir- 
tts are directed to the utility’s industrial 
ievelopment division. 

_A Consolidated Edison advertisement 
tus an over-all heading — “No Wonder 
They Call It ‘Greater’ New York.” This 
kwspaper advertisement, slightly more 

1a quarter-page, is divided into three 
ections. The first is headed “Great To- 
ky in War,” with text and a line draw- 
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ing visualizing its products for the war 
effort. The second section is headed 
“Greater Tomorrow in Peace,” with text 
telling of its extensive manufacturing ac- 
tivities and a variety of articles pictured. 
The third heading reads: “Greatest in 
Opportunity for Everybody.” Attention 
is called to the city’s thousands of manu- 
facturing plants and the opportunities 
open to returning servicemen. And, at 
the close one reads: “Under enterprising 
private management an abundance of de- 
pendable electric power.” 


NATURAL gas utility advertises the 
Gulf South. In a weekly news 
magazine advertisement of United Gas 
Corporation are the words at the top, 
“Pipe of Peace,” with an Indian war- 
rior’s pipe pictured in an effective sketch 
alongside. Underneath, and filling half 
the page, a scene portrays the laying of 
the pipe for a natural gas transmission 
line. The half-tone illustration discloses 
a length of big pipe being lowered by 
caterpillar-tractor derricks into a trench, 
with workmen handling the job. Below, 
in part, is this text: “Our natural gas 
pipe-line system—6,000 miles in length 
—was dedicated to serve peacetime in- 
dustry, business, and homes in the Gulf 
South. Then the ruthless assault on Pearl 
Harbor plunged our pipe lines into war. 
. . . When full reconversion comes our 
pipe lines will again be ‘pipes of peace’— 
serving the peacetime needs of more in- 
dustries, more businesses, and more 
homes in the Gulf South.” Then a list 
is given of some 27 cities in the utility’s 
service territory to which “inquiries for 
information on Gulf South opportuni- 
ties” may be addressed to the manager of 
industrial development of United Gas. 
Newspaper and weekly news magazine 
space is also being used by a group of 
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four utilities to publicize “Chicago and 
Northern Illinois.” Under this bold-face 
heading is a map of the North American 
continent. An encircled star designates 
the location of Chicago, and from it radi- 
ate lines indicating air routes to the far 
corners of the earth. At the side of this 
map appears the same star insignia, and 
under it one reads, in black-face type: 
“Center of U. S. Population,” “Center of 
World Airways,” “Railroad Center of 
U. S.,” and “the ‘Great Central Mar- 
ket.’ ” 

This advertisement, published over the 
names of Commonwealth Edison Com- 
pany, Public Service Company of North- 
ern Illinois, Western United Gas & 
Electric Company, and Illinois Northern 
Utilities Company, states that “Indus- 
tries locating in this area have . . . out- 
standing advantages.” Then follow four- 
teen items as features of these “advan- 
tages.” 

Among them one reads: “2,500,000 
kilowatts of power . . . plentiful sup- 
ply for industry, home, and farm” ; also 
—‘abundant gas and oil . . . large-volume 
pipe lines direct from country’s greatest 
sources.” The advertisement states that 
anyone interested in factual data con- 
cerning the area is invited to communi- 
cate with the territorial information de- 
partment, which has been established to 
serve as an aid to business, agriculture, 
and industry. 


nN the Pacific Northwest a group of 
four private utility companies has 


been using sizable newspaper and mag: 
zine space for some time to advertise th 
postwar opportunities offered in the stat 
of Washington. The advertisement 
usually refer to that state as “The Ney 
Cornerstone — Washington, the State 
Has Everything.” Ten special points a 
featured, touching upon natural 
sources, diversity of agriculture, the po 
sibilities in postwar Pacific markets, an 
“abundant, cheap, hydroelectric powe 
for industry—vast, interconnected h 
droelectric systems.” 

These advertisements — usually domi 
nated by a large half-tone reproductio 
of an original drawing—are signed b 
four utility companies: Puget Sound 
Power & Light Company, Washingto 
Water Power Company, Pacific Powe 
& Light Company, and Northweste 
Electric Company. And below their sig 
natures invariably appears this state 
ment ; “Business-managed Electric Com 
panies, Serving Low-cost Electricity t¢ 
More Than 370,000 Homes, Farms 
Businesses, and Industries in the Stat 
of Washington.” 

These few samples of national adver 
tising by utilities illustrate the aware 
ness of their managements to the im 
portance, in these days of changing con 
ditions, of active and continuous effort t¢ 
aid in building their home communities 

Does this, perhaps, indicate a “trend” 
May we expect to see other utility com 
panies adopt similar methods? It wi 
be interesting to watch developments. 


—R. S.C. 





Economist Charges Fallacy in Co-ops’ 
Defense of Tax-free Status 


Fp on taxation was recently pre- 
sented to the Canadian Royal Com- 
mission on Codperatives by John L. Mc- 
Dougall, associate professor of com- 
merce, Queens University, Kingston, 
Ontario. 

A perusal of this report reveals a chal- 
lenging analysis of the defense made by 
cooperatives of their tax-free status, and 
a persuasive exposition of arguments 
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why they should pay Federal incomé 
taxes on the same basis as all other busi 


While Professor McDougall’s stat 
ments refer to the Canadian situation 
they apply in large measure to the situa 
tion in the United States. Inasmuch a 
the question of the inequity which exist 
in the tax freedom of co-ops is of mo 
ment to the tax-paying, business-mat 
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ed utilities, the main points set forth 
fs this report should be of especial in- 
gest to the readers of these pages. 


y introducing the subject, the author 

states that “There are certain argu- 
ynts which have been advanced in sup- 
ot of the tax-free position of codpera- 
wes which require to be dealt with. It 
necessary also to examine the conse- 
gence to the tax system and to the dis- 
rbution of the profits or gains from 
mde which arise when one sector of the 
ing community is totally exempt 
fom the most important part of the to- 
il tax load, while its competitors find 
heir taxes progressively increased.” 

With respect to these arguments, he 
mnitinues : 

The first of these arguments—namely, that 
what appears to be profit is really not that 
at all because it can be made to disappear 
at will by reducing selling prices or by tm- 
weasing buying prices—rests upon a fallacy 
in logic. The cooperative form has no mo- 
nopoly over this escape from taxation. Any 
business can reduce its prices to the point 
where there is no profit and it will then pay 
neither income nor excess profit taxes. But 
the decision to do so is one which affects the 
omount of profit, not their nature. If profits 
do not exist, they cannot be taxed; if they 
do exist, they ought to be taxed under one 
law, equally applied, no matter who receives 
them, The second argument—namely, that 
the profits or gains of a cooperative are not 
truly profit, but a “saving,” a “surplus,” rad 
the “refund of a provisional overcharge,” 
amy case something other than profits, a 
cause coOperatives do not seek profit—can be 
acepted only if a codperative does not trade 
wits own name, If it acts as an agent or 
broker upon instructions of its members it 
need charge only enough to cover its neces- 
sry outlays. But when it buys outright at 
ome price and sells at another it appears as 
a principal in the transaction. This is true 
alike of producers’ and consumers’ codpera- 
tives. Whether its management does or does 
not wish to make profit or gains is imma- 
terial. The members, the directors, and the 
appointed managers may all be of one mind 
in wanting only to be of service and to avoid 
profit like the plague. But the plain fact is 
that the winning of a profit is the price of 
survival. Without profit the codperative can- 
not balance its accounts. And if, being legal- 
ly incorporated and enjoying all the advan- 
lages of legal incorporation, of limited lia- 
bility, and of perpetual succession, it makes 
aprofit it is inevitably liable to corporation 
income and excess profits taxes. 
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Thus, the author observes, “the nature 
of the codperative dividend now shows 
up clearly as a device to attract and re- 
tain custom for a business organization. 
It is not a refund. If it were that, it would 
be an ordinary trade discount whose 
amount is fixed, announced in advance, 
and which is unchanged for years on end. 
The codperative trades as a principal and 
periodically casts up its accounts, deter- 
mines the amount of its profits, and then 
decides how much of that profit shall be 
paid out in patronage dividends and how 
much shall be retained to increase the 
capital upon which it trades.” 


ROFESSOR McDougall calls attention to 

the fact that one of the prime attrac- 

tions offered by codperatives to their 

members is “the opportunity to share in 

the profits of a trading operation,” and 
he observes : 


. naturally the greater the weight of taxa- 
tion on others, the greater the rewards of 
membership in a tax-free codperative. How 
the members of a codperative elect to dis- 
tribute those trading profits ought to be left 
to themselves to decide. But surely it is pro- 
foundly improper that a private decision of 
that kind should be allowed to govern their 
public obligations. It is good logic as well 
as good law that it is the source and not the 
destination which determines whether prof- 
its or gains exist. The liability to tax must 
depend upon the existence of profit and not 
upon the particular method of using that 
profit. Who would remain taxable if all 
taxpayers were allowed the same right to 
determine their own tax status? 


It is then noted that still another argu- 
ment frequently heard is that the whole 
of the profit or gain of the codperative 
venture trading upon its own account is 
attributable solely and exclusively to the 
patronage of its members. “This,” the 
author avers, “is also fallacious.” He 
adds: 


This argument rests upon a peculiar men- 
tal blind spot. Those who make it are so 
lost in contemplation of the virtues of their 
own movement that they are unable to see 
the grand outlines of the great society of 
which they form so small a part. We, all 
of us, live in mutual interdependence. We 
each specialize in his own small line and then 
exchange products through the market with 
others who are doing likewise. Where 
would consumers’ codperative be if it were 
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cut off from supplies of goods produced out- 
side the movement, without the benefit of 
railway, telegraph, and telephone service, 
without the services of lawyers and account- 
ants who were not in full-time employment? 
“Codéperation” in this narrow and specialized 
sense is largely an inflation of the ego based 
upon ignorance of how the world runs. 


| Becore of the more ardent propo- 
nents of codperatives, the author 
says, envisage their growth until they are 
certainly the dominant and possibly the 
only surviving business. He comments 
that in Canada (where the chief codpera- 
tives are producers’ organizations), the 
wheat pools already have some 40 per 
cent of the total trade in grain. In the 
western Provinces certain of the dairy co- 
Operatives have nearly a perfect monop- 
oly control of the territories which they 
have marked out for themselves. “But 
long before that point is reached,” he de- 
clares, “the tax system will have to be 
revised, or else the state would be utterly 
destroyed by lack of revenue.” That he 
is not alone in this opinion is indicated 


by this reference to views held by emi- 
nent Britishers: 


. . . This was clearly recognized by Pro- 
fessor Pigou of Cambridge University as 
early as 1920. This problem has also been 
considered by Professor D. H. MacGregor 
of Oxford, who came to the conclusion that 
so far as Britain was concerned, the answer 
was either a sales tax or a corporate income 
tax upon the whole of the income of co- 
Operatives before the payment of patronage 
dividends. 


Professor McDougall then closes this 
part of his statement with these signifi- 
cant words: 


Thus, even if it be denied that codopera- 
tives make a profit or gain, even if it be ac- 
cepted that patronage dividends are a return 
of an overcharge (neither of which can be 
logically supported), it would still be neces- 
sary to levy taxes upon them if they be- 
came the major form through which busi- 
ness is carried on. No matter what attempts 
are made to maintain their present tax-free 
position, it will, in the end, be destroyed by 
the very growth which such unparalleled im- 
munity from taxation makes possible. 


HE author then reminds the reader 
that codperative companies (on this 
side of the water) sprang from the di- 
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rect example of their British counter 
parts. Therefore, it is inevitable that 
British precedents should be considered 
with close attention in all questions con 
cerning codperatives. But, he adds: 


. . . British precedents cannot be trans 
planted bodily and without change. These are 
two different countries. They are differen 
in their economic conditions and in certai 
of their institutions. The most importan 
difference is that Canadian income tax sys 
tem has followed that of the United States 
rather than that of Britain and has always 
levied a tax upon the income of corporations 
as well as on that of individuals. As are 
sult the income of corporations is taxed 
twice: once when it is received by the cor 
poration, and again when that part not 
sorbed by the corporation tax is paid out as 
dividends to the shareholders. No allowance 
is made to the shareholder for the fact that 
the income he receives has already been taxed 
once, 

This is totally foreign to British practice 
In normal times the British income tax is 
a personal tax—collected at the source. The 
corporation is responsible for seeing that the 
tax is paid, but it can recoup itself out of thd 
dividends which are payable to shareholders, 
In other words, the British income tax is no 
a tax upon corporate income at all; it is a 
collection at the source of the tax upon in 
dividual incomes. If the dividend paid i 
any year is equal to or exceeds the amoun 
of the corporation’s taxable earnings in that 
year, then the whole of the tax falls upo 
the shareholders. If part of the income is 
not distributed, then the normal tax upo 
that part, and that part only, falls upon the 
corporation. But the object is not to tax the 
corporate income; it is to do justice by mak 
ing certain that all the taxable income of the 
year is assessed to tax. 


Attention is directed by the writer es 
pecially to the fact that in Great Britai 
this payment (of tax) by the compan 
is a device to simplify administration: 


The bearing of this difference upon the 
exemption of codperatives from the Britis 
income tax upon trading profit (Schedule D) 
was covered by the Royal Commission 0 
Income Tax in a reservation to the main re 
port, in which they say in part: “If there 
were in the United Kingdom, as there is im 
the United States of America, a corpora 
tion tax levied specially on corporations as 
such, it would, no doubt, be proper that 
codperative society should, as a separate le 
gal entity, be e liable to that tax.” 

Professor Pigou, the most distinguished 
living member of the Cambridge school of 
economic theorists, was a member of t 
commission and signed that reservation. 
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Courtesy, Broaacasting 


“EXPLAIN TO THIS CHARACTER WHAT ‘FREE RADIO’ MEANS— 
HE’S ASKING FOR HIS FREE SET!” 


URNING now to what he terms “The 

Canons of Taxation,” Professor 
McDougall says that ever since Adam 
Smith, writing a century and a half ago, 
irom all authorities one gets the same 
answer to the question, “What is the 
irst canon of taxation?” With one voice 
they all say : “Taxes must be productive.” 
He then makes this telling observation : 


... No matter what else may be said of a 
system, it is a failure if it does not find reve- 
nues adequate to the service of the state. 
The fact that the governments of Canada 
(and the United States) are spending much 
faster than the tax gatherer can accumulate 
funds needs no restatement, The tax on 
corporate incomes is certainly unjust in its 
present form, for shareholders are given no 
allowance for the tax already paid upon in- 
come they receive as dividends. The cor- 
porations which prosper pay tax at a very 
high rate upon their incomes and, “conse- 
quently, it is a very rich source of govern- 
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ment revenue and will not be eliminated in 
the foreseeable future. For these reasons 
the question whether codperative companies 
should or should not submit to the same 
taxes as other companies must be met square- 
ly. It cannot be avoided by recommending 
the abolition of all taxes on corporate in- 
come. 


The writer lists as the second canon: 
“Taxes should not interfere with the pro- 


duction of wealth.” Under this heading 
he states: 


One of the clearest public recognitions of 
this principle is made by the British Royal 
Commission on the Income Tax as follows: 
“In considering which decisions we have 
borne in mind the undesirability of restrict- 
ing commercial activities or of suggesting 
anything that might tend to diminish that 
national prosperity on which the success of 
the tax primarily depends.” . . . 

It is a logical corollary from this second 
principle that all tax legislation should give 
every form of organization an equal oppor- 
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tunity to grow and to develop. Corpora- 
tions with share capital have been one of the 
chief forms for the raising and the accu- 
mulation of capital. Codperative corpora- 
tions with differing methods for raising 
money and different methods of distributing 
their trading profits are now rapidly develop- 
ing. They should not have their growth 
financed by statutory exemptions from taxa- 
tion which are denied to their direct com- 
petitors. Each ought to be accorded an 
equal opportunity to do any lawful business. 
Neither one should be favored as against the 
other, nor against the earlier forms of en- 
terprise, the individual proprietorship and 
the partnership, nor against any other form, 
at present unthought of, which should de- 
velop in the future. 


TS third canon noted is: “A tax 
should rest upon those best able to 
bear it.” The arguments set forth by the 
author to substantiate this statement are 
practical and effective. He says: 


In a community like our own in which 
the percentage of the national income which 
is taken by the state is so very large, it must 
be accepted that those able to pay must in- 
clude practically the whole community. Ar- 

ments for exemption which would have 

m accepted without question when public 
expenditures were at a very low percentage 
of the national income must now be rejected. 

Any claim for exemption must rest solely 
upon the poverty of those who are to be ex- 
empt. It cannot be made for a whole class 
without exception. In the special case of 
farmers it would be proper to recommend 
special provisions for the computation of 
their incomes which would allow for the 
special nature of farm operations. But it 
would be profoundly improper to recommend 
exemption to farmers as a class upon their 
personal incomes and still more improper to 
suggest that corporations whose sharehold- 
ers were farmers should be exempt upon that 
ground, To relieve corporations with farmer 
shareholders of taxation because some farm- 
ers are not wealthy would be a wholly ar- 
bitrary procedure. 


The fourth canon given is: “Taxes 
should be just as between various tax pay- 
ers.” Here also Professor McDougall ad- 
vances arguments in support of this 
fourth canon. Stating that this principle 
requires that liability to tax shall be de- 
termined by objective tests, he continues : 

. .. Many codperators appearing before this 

commission rest their case upon the assump- 

tion that, since they are discharging impor- 
tant social functions, they ought to be ex- 
cused from the payment of taxes to which 
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others who engage in the same business are 
and should remain subject because the latte 
are not equally “high-minded.” For purel 
administrative reasons, if for no other, ob 
jective tests have to be found to measure the 
liability of a tax. Any other basis woul 
amount to setting up a state-subsidized re 
ligion in which the orthodox would dra 
their rewards here and now and leave 
Heaven to look after itself. This has al 
ways been a free country. The economic ba 
sis for this freedom would disappear if the 
citizen could not enter any trade or busines 
in any legal form, or if the taxing power 
were used punitively against some for th¢ 
encouragement of others, Differential taxa 
tion as between corporations carrying on the 
same business which is based on difference: 
in corporate form only and not on the na 
ture of the business done is not only unfai 
as between respective taxpayers, it is alsd 
profoundly unwise from the standpoint o 
society. Codperatives are set in a special! 
favored position and are not compelled b 
equal competition to justify the efficien 

with which they use their growing resources 
They.are therefore encouraged to expand 
into fields in which their net productivity i 
lower than that of their competitors merel 
because of this tax advantage. 

The total net product of their competito 
is divided between them and the state. Tha 
of the codperatives is, all of it, left wit 
them untaxed... . 

Finally, a corporation has no claim to sp 
cial protection. Their shareholders must b 
presumed to have invested their money wi 
their eyes open, and to have accepted th 
possibility that their capital may be lost. Buj 
equally they have a right to expect tha 
having invested capital in a state-regulat 
industry, they shall not be pillaged by t 
granting of tax advantages to competito 
whose major differences from their ow 
lies in the length of the shareholder's list 
or in the identity of the persons whose na 
are on those lists. 


Coéperatives, it is pointed out, 


are incorporated legal persons with limit 
liability and perpetual succession and whi 
trade in their own names. They make profit 
or gains from that trading. When thos 
trading results are known the cooperati 
decides through its directors when, ho 
and in what proportion those gains fron 
trade shall be divided. This is, in its entir 
the performance of a legal entity entirel 
separate and distinct from those who ai 
members of it. 

If there is a tax upon the earnings of co 
pores as such, then codperatives shoul 

subject to it. 

All taxes on business firms are in the lon 
run costs of doing business regardless © 
the particular method of assessment. 
fore, to permit codperatives to escape froz 
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WHAT OTHERS THINK 


costs so heavy as the income and excess 
profits taxes now are (and give promise of 
remaining for a long period after this war) 
is a gross discrimination against those now 
assessed. It tends to destroy the tax base, 
and leads to the uneconomic employment of 
the nation’s resources. 

Most important of all, the effect of this 
discrimination is cumulative, 


wT HE existing situation,” it is the 
conclusion of the author, “is to- 
lly indefensible, whether on _ the 
grounds of abstract logic or of public pol- 
cy. Exemption from taxation is not 
necessary to a coOperative movement be- 
use, given good management, there is 
no reason why a cooperative should not 
ie as profitable as any other commercial 
venture. It is contrary to the whole 


trend of codperative thought which has 
always been against accepting bounties 
from the state as striking at the very 
roots of its independence.” 

This question of “tax equality” is a 
vitally important one, both for the con- 
tinuation of free enterprise and for the 
maintenance of tax income to meet the 
costs of Federal government. It is an 
especially timely discussion for the 
United States government just now. 

Confronted as this country is by a 
huge debt, the service upon which alone 
runs into billions of dollars, plus all the 
other heavy Federal expenditures, Con- 
gress may see in these tax-free groups a 
source of revenue which should no longer 
be ignored. —R.S.C 





Holding Company Act Brings 
Decade of Debate 


5 was ten years ago—on August 26th 
—that the Wheeler-Rayburn Bill be- 
ame the Public Utility Holding Com- 
pany Act of 1935. Changes of much 
moment in the utility picture have re- 
sulted from that congressional action. 

The history of the act’s administra- 
tion by the Securities and Exchange 
Commission and its reluctant acceptance 
by the nation’s $16,000,000,000 electric 
ight and power industry has been 
fraught with dissension. This is the 
comment of John P. Callahan, writ- 
ing in The New York Times on this 
tenth anniversary date. 

Mr. Callahan reviews various circum- 
stances arising in connection with the 
forcement of the act and cites opinions 
expressed by former chairmen of the 
commission relative to certain of its fea- 
ures. His observations vividly bring to 
light the vicissitudes to which the utility 
companies have been subjected by the 
strictures imposed. They make instruc- 
tive reading. 

It is “the opinion of outstanding mem- 
bers of the legal profession,” he says, 
‘that ‘no more cumbersome law ever has 
been passed after months of bitter con- 
fessional debate.’” The writer states: 
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Shortly prior to its enactment, Joseph P. 
Kennedy, first chairman of the SEC, who 
served from July 2, 1934, to September 23, 
1935, said in committee hearings that the 
House version of the bill furnished “no ef- 
fective standard to guide the commission in 
the momentous decision it must make.” “I 
do not believe it is fair or practical,” he con- 
tinued, “to expect any five men to shoulder 
the responsibility of deciding which of these 
(utility) systems are to be reorganized and 
into what size and character the ultimate 
groupings should evolve.” 

Although those in favor of the act say 
that the final version of the bill did contain 
changes suggested by Mr. Kennedy, never- 
theless, spokesmen for the utility industry 
are adamant in their contention that the SEC 
today exercises a power to which Mr. Ken- 
nedy was opposed when he said that it was 
“not a wise policy to vest in any one group 
of men the tremendous responsibility in- 
volved in this great power.” 


On the whole, observes Mr. Callahan, 
the utility industry endorses almost 
every feature of the act. “However,” he 
adds, “almost unprecedented contro- 
versy surrounds the ‘death sentence’ 
provision in § 11(b)(1) which calls for 
geographic integration and corporate 
simplification by all registered holding 
companies.” 

And, he notes: 

Therein lies the bone of contention which 
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has beset the fifty-three utility systems that 
registered under the act between 1935 and 
1938. For more than seven years, this clause 
has been the cause of acrimony, and while 
some surface harmony has been noticed in 
industry-commission relations as the result 
of meetings of the mind, there has been lit- 
tle over-all change in the attitude of both 
parties. 

Disagreement with the commission’s in- 
terpretation of this section of the act is the 
main basis for the industry’s opposition. For 
example, utility executives contend that pre- 
liminary to forcing compliance with § 11, 
the commission should conform to the re- 
quirements of § 30, which states that the 
commission should publish a study determin- 
ing the regions and criteria of individual sys- 
tem integration by sizes, interests of the 
public, the investor, and the consumer. Here, 
the industry argues, the SEC has been re- 
miss in avoidance of that duty. 


T is pointed out by the writer that a 
further contention of the utility in- 
dustry is 
that James M. Landis, second chairman of 
the commission, who served from July 2, 
1934, to April 14, 1940, made a public ac- 
knowledgment of the commission’s obliga- 
tion under § 30 when he said, in a broadcast 
to the nation on September 28, 1935, that 
“Congress has left to our commission the 
standard to be applied in the light of con- 
tinuing and concrete study. Furthermore, it 
has given us two years, at the end of which 
we are to have a plan to bring about this 
economic and geographic integration.” 


Plus these elements of contention, 
Mr. Callahan lists “another strong point 
of disagreement” : 

. .. the industry’s assertion that no part of 

the act calls for elimination of holding com- 

panies. Yet, in the opinion of many utility 
men, this is the apparent aim of the director 


and the staff members of the public utility 
section of the SEC. 


Despite the industry’s strong feeling 
that the act is misinterpreted by the com- 
mission, it is recognized that there is no 
alternative but to comply with it, particu- 
larly § 11, until such time as the VU. S. 
Supreme Court passes on the constitu- 
tionality of the “death sentence” clause. 
In this connection, the writer observes, 

both the commission and the industry 
have gone through an intricate maze of legal 
steps leading to eventual dissolution of sys- 
tems and eventual complete compliance with 
the act. 


In many cases, plans filed by the com- 
panies were voluntary and in the com- 
mission’s fiscal year ended on June 30th a 


tion orders of the SEC being submitted to it 


The article then quotes a member of a 
law firm which has represented one of 
the large utility systems for more than 
five years as expressing the thought that 
the commission has had the “difficult 
task of administering one of the most 
complicated laws ever entered on the 
statute books . . . regardless of what one 
thinks of the act and the manner in 
which the SEC has interpreted the sey- 
eral provisions in it, the staff of the 
commission has performed its duties 
with commendable efficiency in the face 
of what sometimes appeared to both of 
us to be discouraging and overwhelming 
odds. Few people outside of those 
directly connected with the situation 
realize the tremendous amount of cor- 
porate simplification which has resulted 
during the past six or seven years.” 


TT? records of SEC show that “as 
of June 30, 1944, 266 electric, gas, 
and nonutility subsidiary companies 
with assets of $3,765,000,000 were 
divested.” Then the writer states that a 
staff member of the commission’s Phila- 
delphia office remarked it is impossible 
to say that any system yet has been 
divested to the point where it is no long- 
er subject to the act although in almost 
every case all of the major steps leading 
up to eventual complete compliance have 
been taken. This same spokesman also 
indicated that the filing of dissolution 
plans with the commission points to the 
culmination of this phase of the SEC’s 
activities within the next two years or so, 
after which time a smaller staff may be 
required to administer the “routine” 
phases of the act, he concluded. 

Commenting upon the “crucial stage” 
at which the government and the indus- 
try now stand, Mr. Callahan says that 
“almost without exception there are no 
spokesmen who will publicly discuss 
their respective attitudes,” due to the 
fact that 
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“SHE WON’T BELIEVE IT’S ME, JOE! MAYBE IT’S THESE WHISKERS ” 


in the case of the utilities, many of their 
plans are now before the commission and, as 
one member put it, “it might prove embar- 
rassing at this point in our relationship.” In 
the case of the commission the reluctance of 
the staff to discuss any phase of the act pub- 
licly is explained in part by the fact that fol- 
lowing possible early appointment of a suc- 
cessor to Justice Roberts on the Supreme 
Court bench the court will again have the 
quorum requisite to hearing the recently 
postponed case involving the constitutionality 
of the “death sentence” clause. 


The writer then noted that there is an 


exception to the industry’s silence, and 
quotes Donald C. Barnes, president of 
the Engineers Public Service Company, 
as saying that 
after ten years the Securities and Ex- 
change Commission deserves great credit for 
the effective job it has done since the Public 
Utility Holding Company Act was passed 
in administering the regulatory provisions 
of the act. The commission has, in my opin- 
ion, demonstrated that the abuses which the 
act was intended to correct can be eliminated 
by regulation without recourse to the “death 
sentence” provisions in § 11(b) (1). 


459 SEPT. 27, 1945 





PUBLIC UTILITIES FORTNIGHTLY 


tigen reading Mr. Callahan’s article, 
one is reminded of the claims 
which are not infrequently made as to 
the benefits to result from carrying out 
the terms of the Holding Company Act. 
Especially, it has been stressed that in- 
vestors in utility securities, and cus- 
tomers of the operating companies, 
would be far better off when the integra- 
tion features become effective, and many 


companies are “divested” and on their 
own. 

It will be interesting, and perhaps in- 
structive as well, in the coming years 
when the utilities will be faced with 
many questions of a broad nature— 
atomic power may be one of them—to 
see how real are the “benefits” which 
have been so freely promised. 

—R.S. C. 





California Utility Distributes Federal Hydro 
Power—Uncle Sam Profits 


hy the August issue of P.G. and E. 
Progress—published by Pacific Gas 
and Electric Company for the informa- 
tion of its customers and stockholders— 
appears a story of that company’s co- 
6peration with Uncle Sam. The article 
tells details about its purchase and dis- 
tribution of electric power produced at 
Shasta dam of the Central Valley proj- 
ect in California. ’ ; 

It appears that PG&E paid the United 
States government almost $2,000,000 for 
power from Shasta dam in the year 
ended June 30, 1945, and its payments 
for the calendar year 1945 will exceed 
$3,000,000. The article states: 

PG&E purchases Shasta power under a 
contract with the Department of the In- 
terior, at a price set by the department and 
described by Secretary Ickes as “fair and 
equitable.” The power is delivered at the 
company’s Shasta substation, 25 miles south 
of Shasta dam. It is metered and paid for 
at that point. PG&E distributes Shasta 
power over PG&E facilities and markets it 
in the territory served by the company. 


Attention is called to the fact that 
“distribution through the PG&E system 
avoids wasteful duplication of transmis- 
sion lines and other facilities. It also as- 
sures the government under the contract 
now in effect a better revenue for Shasta 
power than if a separate transmission 
system were built and the power sold as 
an independent venture.” 

As to the terms of the contract and 
the operating arrangements, the article 
discloses : 


SEPT. 27, 1945 


The contract provides that, from January 
1, 1945, the PGRE pays a minimum of $2,- 
700,000 a year for the power. The company 
also pays $75,000 a year rental on a trans- 
mission line built by the government be- 
tween Shasta substation and Oroville. . 


The present installed capacity of the 
Shasta power plant is 201,000 horse- 
power, but the government plans ulti- 
mately to install a total of 600,000 horse- 
power at the Shasta and Keswick dams. 
PG&E, it is stated, has offered to buy 
the total output of the completed installa- 
tion, and this would mean a gross rev- 
enue to the government of approximate- 
ly $6,000,000 a year. It is of especial in- 
terest to note that 


This $6,000,000 will meet all the operating 
costs of the Shasta and Keswick dams, in- 
cluding interest and amortization on the 
me and on Keswick dam, and leave a 
alance of more than $3,500,000 a year to 
be used for paying back the cost of the re- 
mainder of the project or further reducing 
the price of water for irrigation and other 
purposes. 


OLLOWING this recitation of the bene- 

fits to the government resulting from 
the sale of hydro power produced at a 
Federal project, direct to an established 
utility company for distribution, the 
article tells of some very interesting 
recent happenings. 

It appears that the Bureau of Recla- 
mation (which has jurisdiction over the 
Central Valley project) requested at the 
present session of Congress that there 
be included in the Interior Department 
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Appropriation Bill an item of $115,000 
for designs, plans, and specifications for 
, steam plant and another of $100,000 
for designs and plans for a transmission 
ystem. The ultimate cost of these facili- 
ies, it was stated, would exceed $75,- 
000,000. 

The House disapproved these two 
items, but the Senate restored them to 
the bill. At the House-Senate confer- 
ence later, however, both items were 
diminated. The article then comments: 


Regarding the bureau’s claim that the 
steam plant is required to “make firm” the 
output of the project’s hydro plants—that is, 
to assure dependable supply—it was shown 
during the hearings that the PG&E has of- 
fered and continues to offer to pay for all 
hydroelectric power generated on the proj- 
ect the same price it would have if it were 
“firmed” by a project steam plant. 

Likewise the hearings brought out that the 
transmission system is not needed to bring 
the project’s power into the market or make 
it available for the project’s pumping 
plants... . 


Referring to the report of the House 
Committee on Appropriations disap- 
proving the two items, the article quotes 
this statement : 


The committee is advised that power now 
available from the project is being sold near 
Shasta dam under a contract which guar- 
antees to the government a fair and equi- 
table price and which preserves for public 
agencies the preference they are entitled to 
under the Reclamation Law. 

Under these conditions it is unnecessary 
for the government to appropriate funds to 
construct either a steam plant, estimated to 
cost $26,000,000. or a transmission system, 
which would cost approximately $48,000,000, 
which would not produce greater returns to 
the government. 

There is no unserved market in the area. 
The proposed steam plant and transmission 
system would duplicate if not destroy exist- 
ing tax-paying facilities and take much val- 
uable property off the tax rolls, to the detri- 
ment of many towns and counties in Cali- 
fornia. 


COMMENT was made by the com- 

mittee which illustrates the tend- 
ency on these Federal projects for the 
costs to grow substantially beyond origi- 
nal estimates. On the Central Valley 
project, it appears the original cost 
figure of $170,000,000 has risen in a 
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few years to more than $362,000,- 
000. With respect to this, the committee 
said, “considering the need for economy, 
it would appear to be in the interest of 
the project to find ways and means of re- 
ducing rather than increasing activities.” 

In the Senate there was rather lengthy 
debate on these Central Valley items. 
Senator Harold H. Burton of Ohio, who 
endorsed the House report, made a 
factual analysis of the reasons why 
neither the steam plant nor the transmis- 
sion line is needed. The article quotes 
his words: 

Here is a case where a private utility al- 
ready is in a position to “make firm” the 
power supply (from the Central Valley 
project). It has agreed to do so and has 
agreed to pay the same price the government 
would be able to demand if the government 
did have a steam plant. The government does 
not need this steam plant to firm its supply 
or to establish a better price for its product. 

The transmission line would follow prac- 
mal the same route as the company’s 
ines, 


In the course of his remarks, Senator 
Burton declared: “It is my understand- 
ing that the people of the United States 
are not in the business of investing $75,- 
000,000 in California, or elsewhere, 
merely to put existing private com- 
panies out of business.” He added: 


If we wish to conserve $75,000,000 of pub- 
lic money, this is the place to do it, because 
the private company will supply whatever is 
necessary to distribute the (Shasta) power, 
will make the investment, will pay taxes on 
the investment—and the public will be ade- 
quately served. 

We should not spend $75,000,000 of public 
money to do over again what the private 
company has done or is willing to do. ... 


The article states that Senator Elmer 
Thomas of Oklahoma expressed similar 
views. He said: 


The Reclamation Bureau can get more 
money for the power by selling it at the bus 
bar (Shasta substation) than by building 
transmission lines and steam plants and un- 
dertaking to distribute the power. 


fy views expressed by these two 
Senators suggest an awareness on 
the part of some members of Congress 
as to the need for a practical policy in 
marketing the power from these projects. 
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FPC Appointments 


ecw Truman on September 12th ap- 
pointed Richard Sachse of Sacramento, 
California, to be a member of the Federal 
Power Commission, succeeding John W. Scott, 
whose resignation was announced sometime 
ago. Mr. Sachse was appointed to the Cali- 
fornia Railroad Commission by former Gov- 
ernor Olson. He is reported to be an active 
supporter of public power ownership. 

Harrington Wimberly of Altus, Oklahoma, 
a newspaper publisher, was also appointed a 
member of the FPC, succeeding Basil Manly, 
who will leave the commission October Ist to 
take a position as president of the Atlanta Gas 
Light Company. 

Chairman Manly was appointed to the FPC 
by President Roosevelt in June, 1933. 

The Securities and Exchange Commission 
is now considering the validity of the sale of 
Atlanta Gas Light Company to the Southern 
Natural Gas Company. 

Representatives of the latter company on the 
board of the Atlanta Company recently elected 
R. G. Taber as president to succeed H. Carl 
Wolf, who has resigned to accept the position 
as managing director of the American Gas 
Association. In commenting on this situation, 
Wolf recently said: “Mr. Taber has been 
elected president of the Atlanta Gas Light 
Company, effective October Ist. He will con- 
tinue as president under the present manage- 
ment until such time as the company’s stock 
is sold to the Southern Natural Gas Company.” 


SEC Approves Financing 


HE Securities and Exchange Commission 
on September 6th approved unanimously 
the refinancing program of the Public Service 
Company of Indiana, Inc., as well as the cor- 
poration’s transfer of all of its gas and water 


properties together with its Sheridan Ice 
properties to a new company, Indiana Gas & 
Water Company, Inc. The book value of the 
properties being transferred to the new com- 
pany is about $14,540,000, which represents 
about 13 per cent of the net assets of Public 
Service. 

In approving the transaction, the commis- 
sion observed that it “will serve the public 
interest by tending toward the economical and 
efficient development of an integrated public 
utility system or systems.” 

To finance the acquisition, Indiana Gas will 
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tive bidding of $6,000,000 of first mortgag 
bonds. Public Service intends to dispose of 
the common stock investment as soon as such 
disposal may be made on reasonable terms, 

Public Service’s refinancing involves the is 
suance at competitive bidding of $48,000,000 
of Series F bonds, borrowing of $13,000,000 
from banks, and the issuance and sale a 
competitive bidding of 150,000 shares of 
cumulative preferred stock. With the pro- 
ceeds, Public Service will redeem its Series 
B, C, D, and E bonds now outstanding, in the 
principal amount of $59,314,500; prepay $7,- 
750,000 of serial notes now outstanding; and 
call for redemption 148,185.9 shares of out- 
standing Series A preferred stock. 

The SEC reserved jurisdiction over the re- 
sults of the competitive bidding for the bonds 
and preferred stock of Public Service, as well 
as for the bonds of Indiana Gas. Likewise it 
reserved jurisdiction over the proposed pay- 
ment by Public Service of a $25,000 fee to 
King & Squire for its services in soliciting 
stockholders’ approval of the transfer of 
properties to the new company. 


FPC Authorizes Elimination 


HE Federal Power Commission has (1) 

approved the Montana-Dakota Utilities 
Company’s proposals to eliminate a total of 
$5,824,677 in write-ups and other excesses of 
recorded cost over original cost from its gas 
plant accounts and an additional amount of 
$25,921 from its electric plant accounts, and 
(2) authorized the company to reduce the par 
value of its 679,559% shares of common stock 
heretofore issued from $10 to $5 per share. 
The company proposes to transfer the reduc- 
tion in common capital stock of $3,397,796 to 
capital surplus and to effect the elimination of 
an equal amount in write-ups by a charge to 
this account. 

In its application for authority to reduce 
the par value of its stock and to make the ac- 
counting adjustments approved by the FPC 
order announced September 6th, the company 
also sought authorization to reduce its stated 
capital stock accounts. That part of the ap- 
plication was dismissed for want of jurisdic- 
tion. 

Montana-Dakota Utilities Company, with 
principal offices in Minneapolis, Minnesota, 
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carries on an electric and natural gas utility 
business in Montana, North Dakota, and South 
Dakota, and a gas utility business in Wyo- 
ming. 


Rural Expansion Program 


ONSTRUCTION has begun on a $3,000,000 

rural expansion program calling for ap- 
proximately 2,400 miles of new lines to serve 
about 11,000 new customers and others who 
may apply for service, according to an an- 
nouncement by the Carolina Power & Light 
Company, in which the company’s postwar 
rural program was made public. 

President L. V. Sutton stated that the com- 
pany anticipates that the rural program will 
oy 3,000 miles of new lines by the end of 
i le 
The proposed new lines are scattered 
throughout the company’s territory, covering 
a part of both North and South Carolina. 

Sutton emphasized the fact that although 
some construction already has begun, the pro- 
gram will proceed as material and man power 
become available. Unless there is delay in ob- 
taining construction material, the company’s 
present schedule calls for completion of the 
2,400 miles of lines during 1946. 

The $3,000,000 rural program will require 
40,000 poles, more than 3,000,000 pounds of 
wire, and about 10,000 transformers. 

The present rural program is one of the 
most extensive ever undertaken by the Caro- 
lina Power & Light Company. Prior to 1935, 
the company had constructed approximately 
1,880 miles of rural lines, serving about 12,340 
customers. During the period from June, 
1935, to the beginning of the war, however, all 
types of company customers increased rapid- 
ly, the residential, commercial, and industrial 
customers almost doubling. During this time, 
an additional 4,500 miles of rural lines were 
constructed, serving 28,524 new rural cus- 
tomers. 

As of August 1, 1945, the Carolina Power 
& Light Company was serving approximately 
41,765 rural customers over 6,540 miles of 
rural lines. 


TVA Plans to Complete Dams 


HE Tennessee Valley Authority plans to 

resume construction of the Watauga and 
South Holston dams, at any time the Presi- 
dent and the Congress so decide, and when 
the necessary construction funds are made 
available, the board of directors announced 
recently. 

About 3,000 men will be employed during 
the peak period of construction, the directors 
said. Funds will be requested to resume work 
on July 1, 1946, but “the starting date could 
be moved forward several months should the 
President and Congress decide this was in the 
interest of stabilizing employment during the 
reconversion period.” 
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Work on the Watauga and South Holston 
dams began in February, 1942, but was sus- 
pended in the fall of that year after the War 
Production Board ordered construction halted 
to conserve materials and man power. 

TVA said that under present plans, if ap- 
proved by Congress, “construction would be 
resumed on a schedule calling for the com- 
pletion of Watauga dam, on the Watauga 
river, in the fall of 1949 and completion of 
the South Holston dam, on the South Fork 
of the Holston river, in the fall of 1951. This 
construction schedule would yield substan- 
tial economies over the simultaneous con- 
struction of both projects, because of reduced 
equipment and overhead costs. 


Rail Rate Change Criticized 


HE California Railroad Commission and 

the Mountain-Pacific States Conference of 
Public Service Commissions asked the Inter- 
state Commerce Commission on September Sth 
to reconsider its decision of May 15th order- 
ing a permanent adjustment of railroad class 
rates. The conference is composed of the pub- 
lic service commissions of Arizona, Colorado, 
Idaho, Montana, Nevada, New Mexico, Ore- 
gon, Utah, Washington, and Wyoming. 

The California commission said in its peti- 
tion that the ICC “has failed to accord ship- 
pers and carriers in the Mountain-Pacific re- 
gion the means of ascertaining the effect and 
extent of the numerous changes which will be 
required in transcontinental rates” as a result 
of the proposed class rate revision. 

In recommending that the ICC set aside that 
part of the order dealing with the so-called 
permanent class rate adjustment, the Cali- 
fornia commission suggested that an investi- 
gation- of the Mountain-Pacific and trans- 
continental class rate structure “might then be 
appropriate.” 

The Mountain-Pacific conference contended 
that the class rate order “has a direct and far- 
reaching effect upon the welfare of the states 
in this area” and that rates to and from 
Mountain-Pacific territory “will be so changed 
as to disrupt relationships of long standing.” 

“Other disruptions,” the petition said, “will 
be brought about by rates prescribed to and 
from border points. The impact of the de- 
cision cannot be measured by the volume of 
the traffic moving under class rates.” 


Gas Restrictions Revoked 


HREE wartime restrictions on natural gas 

and gas condensate petroleum—recom- 
mendation 13 and 25 and directive 79—were 
revoked, effective September Ist, Petroleum 
Administrator for War Harold L. Ickes an- 
nounced late last month. 

At the same time, Administrator Ickes an- 
nounced that recommendation 32, issued to 
assure equal treatment of all property owners 
in administering well-spacing regulation, has 
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been revoked, also effective September Ist, 
when well-spacing regulations would be dis- 
continued, 

“Each of these control measures was 
adopted to meet a specific wartime require- 
ment,” Mr. Ickes said. “As with all other re- 
strictions that had to be placed on the petro- 
leum industry during the war, they were re- 
voked at the first feasible moment.’ 


SEC Hearing Set 


HE Securities and Exchange Commission 

last month set October 9th for a hearing 
to consider whether the Middle West Cor- 
poration may retain its interest in seven com- 
panies under holding provisions of the Pub- 
lic Utility Holding Company Act. 

The companies in which Middle West holds 
an interest include: Central Illinois Public 
Service Company of Springfield, Illinois; Pub- 
lic Service Company of Indiana, Inc., of In- 
dianapolis; Kentucky Utilities Company of 
Lexington, Kentucky, and its subsidiaries; 
South Fulton Light & Power Company, 


located in Tennessee and Virginia; Old 
Dominion Ice Corporation of Morton, Vir- 
ginia; and Dixie Power & Light Company, 
in Tennessee and Virginia. 

The commission said its order for a hearing 
also raised the question of retainability by 
Kentucky Utilities of its utility and nonutility 
properties, and requested that particular at- 
tention be directed to the steps necessary to 
confine Middle West and Kentucky Utilities 
to “single integrated utility systems” and ad- 
ditional systems and other businesses retain- 
able therewith. 

The order also directed that inquiry be made 
into the capital structures of Middle West and 
its subsidiaries, Central Illinois Public Sery- 
ice Company, Public Service Company of In- 
diana, and Kentucky Utilities, to determine 
what steps should be taken to “insure that the 
corporate structure or continued existence” 
of any of such companies “does not unduly 
or unnecessarily complicate the structure, or 
unfairly or inequitably distribute the voting 
power among such security holders” of such 
holding company system or systems. 


Arkansas 


Rural Territory Divided 


HE Arkansas Power & Light Company 

was recently authorized by the state pub- 
lic service commission to sell 17.2 miles of 
line running from the east bank of the Arkan- 
sas river at the Morrilton bridge through 
Petit Jean state park for $12,424 to the First 
Electric Codperative. The line, built and 
operated by the company, serves twenty-five 
customers. 

The commission’s decision was in compli- 
ance with an agreement reached last year be- 
tween the First Codperative, the Arkansas 
Valley Codperative, Petit Jean Electric Co- 
Sperative, and the company to divide rural 
area in Conway, Faulkner, Pope, Van Buren, 
and Cleburne counties. 

The state public service commission, fol- 
lowing a hearing on September 6th, allocated 
certain rural territories in Polk county to the 
newly formed Rich Mountain Electric Co- 
Sperative, after the company submitted an 
amended application withdrawing its requests 
for territories contested by the Arkansas 
Power & Light Company, Southwest Arkan- 
sas Electric Codperative, and Southwestern 
Gas & Electric Company. 

The codperative was granted permission to 
construct 309 miles of rural electric distribu- 
tion lines to serve 760 customers, and testified 
that the lines could be built for approximately 
$750 a mile. Commission Chairman Charles 
C. Wine expressed doubt that the lines could 
be built for that amount, but said the appli- 
cation was granted because the codperative’s 
loan of $410,000 is sufficient to cover higher 
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expense. The commission required the co- 
Operative to revise its basic rate schedule to 
increase the minimum charge from $1 to $2 
a month, 

AP&L was granted nearly all the rural terri- 
tory in Montgomery county, a part of which 
had been in conflict with the codperative’s 
original application. The company was granted 
permission to construct 147.9 miles of lines 
at an estimated cost of $118,320 to serve 450 
Sen. Annual revenue was listed as $15,- 


The Southwestern Gas & Electric Company's 
conflicting application for all territory within 
one-fourth of a mile of the city of Mena was 
taken under advisement. The commission took 
no action on the application because the com- 
pany, which wants to buy a one-mile private 
line northwest of Mena from K. E. Merren, 
did not file a joint purchase application. 

Protest of Southwest Arkansas Electric 
Coéperative was dismissed when the Rich 
Mountain Codperative withdrew its request 
for territory in southwest Polk county, near 
existing lines of the protesting codperative. 

The commission dismissed a protest of 
James A. Roby, representative of the Rural 
Electrification Administration at St. Louis, on 
behalf of the South Central Arkansas Co- 
Operative, which is seeking allocation of ter- 
ritory granted to AP&L in southeast Mont- 
gomery county near Glenwood. 

AP&L was given territory in Independence 
county and granted permission to construct 
260 miles of lines for $208,240 to serve 866 
customers, with estimated annual revenue of 
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District of Columbia 


Gas Rates Unchanged 


HE District of Columbia Public Utilities 

Commission recently ruled that the present 
gas rates charged by the Washington Gas 
Light Company should continue during the 
rate year beginning September 2nd. The rate of 
return of the company was set at 6 per cent 
and accepted by the company. 


Reilly Resigns 


HE resignation of James F. Reilly from 

the District of Columbia Public Utilities 
Commission was made known recently, effec- 
tive October Ist. He was appointed by the 
late President Roosevelt for a 3-year term 
beginning June 30, 1944, and was previously 
with the Civil Aeronautics Board. 


Indiana 


Trial Fare Approved 


A* -MONTH trial period for a proposed uni- 
form fare schedule of the Indianapolis 
Railways was approved early this month by 
the state public service commission. 

The utility offered the proposal in settle- 
ment of the commission’s investigation of its 
financial structure and fare schedule, which 
was begun in June, 1943. 

Members of the commission approving the 
trial fare schedule were LeRoy Yoder, chair- 
man; Lawrence Carlson; and Lawrence Can- 
non, 

The adopted proposal provides for a uni- 
form system of fares on the basis of 8 tokens 
for 55 cents, which, company officials point 
out, amounts to 6.875 cents a token. The pro- 
posed plan also stipulates 10 cents for a single 
cash fare and a unified system of 2 cents for 
transfers between the various types of serv- 
ice operated by the utility. Free transfers are 


. 


to be retained under the proposal to and from 
feeder lines and free transfers also will be 
available on a 2-cent transfer. 

Spokesmen for the transportation company 
said the adopted proposal will result in a 
material saving to a large segment of the In- 
dianapolis riding public who previously have 
been forced to pay a straight 10-cent cash 
fare on through motor coach lines. 

The tariff schedule approved by the com- 
mission became effective September 15th. The 
new fare structure will remain in effect on a 
temporary basis until December 15th, to de- 
termine whether inequities to the public or the 
company result. 

Members of the state commission, on ap- 
proving the trial proposal, said the uniform 
fare schedule will not only result in more con- 
venience and less confusion to the public, but 
likely will save the riding public from $100,000 
to $130,000 annually, on the basis of present 
transportation figures. 


lowa 


Paves Way for Natural Gas 


A MOVE toward opening the way for conver- 
sion of the Des Moines utility system 
to use of natural gas was taken by the city 
council early this month. 

The council instructed the city legal depart- 
ment to prepare an amendment which would 
increase from 850 to 1,050 British thermal 
units (quantities of heat) the maximum con- 
tent of gas burned in Des Moines, as specified 
by city ordinance. 

A request by the Des Moines postwar plan- 
ning committee, and an informal written 
agreement by Iowa Power & Light Company 
to make the change if the city made the neces- 
sary alteration in the ordinance, prompted the 
council action. 

A mixture of natural and manufactured gas 
is used now. 

Mayor John MacVicar made the motion 
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that the drawing of the amendment be ordered, 
after letters from the postwar planning com- 
mittee to the council, and from C. A. Leland, 
Iowa Power & Light Company president, to 
the committee, were read. 

The committee said some industry wanted 
natural gas; that at least one plant at the edge 
of the city but outside the corporate area and 
near a gas pipe line used the natural fuel; 
that its availability inside the city limits would 
help to attract new industry. 

Leland wrote that natural gas could be pro- 
vided, if the council adopted the enabling 
amendment, after the 1945-46 heating season 
and by July 1, 1946. 

Samuel K. Miller of the Landlords and 
Home Owners Association told the council 
he considered natural gas “desirable” but ex- 
pressed belief that “we should have about 25 
per cent general reduction in rates in Des 
Moines whenever this change is made.” 
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In his letter, Leland said it was “not pos- 
sible to determine what these (natural gas) 
rates may be at this time.” He added that 


the council would be in a position to deter- 
mine, with the utility company’s codperation, 
the rates to be charged. 


Kentucky 


Peace Cuts Savings 


, gee of purchase by the city of the 
Louisville Gas & Electric Company have 
based their estimates of savings to the munici- 
pality “‘on an exceptionally high wartime re- 
turn” which is “certain to suffer tremendous 
reduction” during the next ten years, L. G. 
Dahl, the company’s rate and research director, 
said recently. 

Speaking at a luncheon of the American 
Business Club in Louisville, Dahl said re- 


moval of the excess profits tax by the gov- 
ernment in January will reduce the estimated 
savings to the city “by substantially more 
than $1,000,000” annually. 

Supporters of the proposal that the city 
buy the utility company have based their esti- 
mates of savings on the excess profits tax 
“over a period of the next five years,” Dahl 
said. He added that the volume of sales of 
electric current and gas by the company, in- 
creased by war production, will be “reduced 
considerably,” also. 


Louisiana 


May Retain ODT War Control 


LTHOUGH the Office of Defense Trans- 
portation no longer requests community 
compliance with wartime policies, Commis- 
sioner of Public Utilities Fred A. Earhart re- 
cently recommended that mass transportation 
regulations in New Orleans remain unchanged 
for the time being. 

The commissioner, who was also chairman 
of the war transportation committee for the 
city, suggested that such practices as stag- 
gered hours and fewer stopping places for 
streetcars and busses will result in better 
transportation in normal times as well as dur- 
ing the war emergency. 

“It may be that regulatory authorities and 
operators will desire to continue them in 
effect,” Mr. Earhart said. 

“It should be made clear to the public that 


while war emergency controls are being re- 
scinded, the transition from wartime to 
peacetime status must be gradual, for fre- 
quently operators will require time to procure 
additional equipment and recruit and train 
drivers. 

“T am convinced that the situation in New 
Orleans requires our following the recom- 
mendations of the director of the ODT and 
that it is in the best interest of the public 
as a whole that the operations of the mass 
transportation system remain unchanged for 
quite some time to come.’ 

The commissioner said the New Orleans 
Public Service Inc. would require an addi- 
tional 60 busses before considering abolition 
of the skip stops on these lines, while short- 
age of drivers and rundown equipment would 
hamper going back to the old system on street- 
car lines. 


Maryland 


Serving Propane Air 


on air instead of coal gas is being 
supplied to customers of the Eastern Shore 
Public Service Company, a company official 
announced recently. 


A petroleum product, the new gas is hotter 
than manufactured coal gas, which was sup- 
plied before, and also gives a more uniform 
pressure. 

Propane air is transported in a liquid form 
and then reconverted to gas at the plant. 


Michigan 


natural gas pipe line serving the Detroit area. 

In a strongly worded petition filed with the 
Federal Power Commission at Washington 
early this month, the officials asked that sev- 
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Fight for Gas 


ea and county officials are pulling to- 
gether to remove the stoppers from the 
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eral provisions of the existing contract be- 
tween the Michigan Consolidated Gas Com- 
pany and the Panhandle Eastern Pipe Line 
Company be declared void. 

The provisions under attack are “unjust, 
unreasonable, unduly discriminatory, and work 
to the detriment of Detroit area customers,” 
the petition charged. 

The bill also asked that the FPC direct the 
Panhandle Company (the supplying firm) to 
eniarge its transmission facilities immediately 
so the local utility may obtain more than the 
present daily limit of 125,000,000 cubic feet 
of natural gas. 

Another request is that the FPC order the 
pipe-line company to sell gas to the Michigan 
Consolidated Gas Company during off-peak 
seasons for underground storage in now 
empty Michigan gas wells. The gas would be 
repiped to Detroit during peak consumption. 

Signers of the petition included Corpora- 
tion Counsel Dowling; Prosecutor O’Brien; 
James H. Lee, assistant corporation counsel 


specializing in utility rate cases; and Harold 
dman, special assistant prosecutor. 

Lee pointed out that the contract between 
the two utilities does not expire until 1951. 
It was signed on August 31, 1935. 

Among its provisions is one requiring the 
Detroit gas company to maintain its artificial 
gas-manufacturing plant as stand-by equip- 
ment to be used on days when consumption 
soars above the 125,000,000-cubic-foot mark, 
Lee said. 

The stand-by equipment is carried at ap- 
proximately $11,000,000 on the company’s 
books for rate-making purposes,” he said. “If 
the cork is removed from the pipe line, so 
Detroit can purchase more gas on peak days 
than the present daily limit, or so gas can be 
stored during off-peak days for use later, the 
stand-by plant would no longer be needed. 

“Rates for gas would be lower since the 
company could no longer claim it was en- 
titled to a return on its investment in the 
stand-by plant.” 


. 
Nebraska 


REA Loans Ready 
EA loan funds totaling $3,727,472 will be 


available for new construction on Ne- 
braska rural public power districts as soon as 
labor and materials can be obtained, Rural 
Electrification Administration officials at Lin- 
coln announced recently. 

The announcement was made following an 
REA survey of the. work planned by 
Nebraska’s 24 power districts, which are eli- 
gible for REA loans. Officials said the pro- 
posed projects are expected to supply work for 
a substantial number of returning servicemen 


and recently discharged war plant workers. 

Officials said 10 new loans have been al- 
lotted to borrowers since VE-Day to finance 
construction of 1,477 miles of lines, serving 
3,030 new consumers. The 3-year postwar 
program drawn up by the Nebraska borrow- 
ers would provide electric service to an addi- 
tional 24,700 consumers. The program would 
require $11,000,000 for construction of distri- 
bution lines and $2,400,000 for the improve- 
ment of existing electric systems, construc- 
tion of generating and transmission facilities, 
and purchase by rural consumers of farm and 
home electric equipment. 


> 
New York 


New Rates Filed 


HE Consolidated Edison Company’s pro- 

posed new rate schedule embodying an 
estimated reduction of $6,352,600 annually in 
the electric bills of 15,000,000 consumers in 
New York city was filed last month by Ralph 
H. Tapscott, president of the company, with 
the state public service commission. A hear- 
ing on the proposed schedule was held at the 
commission’s office on September 12th. 

The proposed reduction originally was an- 
nounced on July 19th, when the commission 
approved a merger of the Brooklyn Edison 
Company and the New York & Queens Elec- 
tric Light & Power Company into Consoli- 
dated. The schedule recently filed outlined how 
the reduction was to be effected. 

Under the proposed lower rates, more than 
10,500,000 bimonthly bills in the year will be 
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reduced 30 cents for 20 kilowatt hours, the 
minimum bill, to 10 cents for 250 kilowatt 
hours. 

Included in the service classification thus 
affected are religious, charitable, residen- 
tial, hospital, and low-cost housing customers, 
whose bills will be reduced by $2,496,800 a 
year. Some 4,500,000 bills of general business 
and professional users of electricity will be 
cut by $3,905,900 annually. 


Warns on Transit Plan 


nti New York city’s unified transit sys- 

tem produces more revenue the expen- 
diture of capital funds upon the lines should 
be limited to rehabilitation projects and im- 
provements that will increase economy and 
efficiency, Budget Director Thomas J. Pat- 
terson declared recently in a report submitted 
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to Mayor LaGuardia, it has been announced. 

The report threw cold water upon the re- 
cently announced capital outlay program of 
the board of transportation, calling for an ex- 
penditure of $165,000,000 in 1946 and a total 
outlay of $593,000,000 in the 6-year period 
from 1946 to 1951, inclusive. 

Although Mr. Patterson did not mention a 
rise in the rate of fare on the unified system, 
his report left the plain inference that the 
annual burden on the city’s tax budget, caused 
by the mounting transit deficit under the 5- 
cent fare, precluded any ambitious capital 
outlay program that would greatly increase 
that burden. 

“There is definite need,” Mr. Patterson said, 
“for a public works program to rehabilitate 
existing facilities and to provide essential im- 
provements postponed during the years of the 
war. Our city must be kept in the forefront 
among the municipalities of this nation and 
we must assume our share of the burden of 
economic readjustment now in progress. 

“However, I urge that every project ap- 
proved be measured by our ability to carry 
through to final completion and operation 
without undue burden upon the tax budget. 
An outstanding example is the rapid transit 
system. Unless and until an increase in rev- 
enue can be provided, expenditures should be 
limited to rehabilitation and such improve- 
ments as will increase efficiency and economy. 
Otherwise there will be a further mounting 
of the existing deficit, which is now a major 
item of appropriation and a bone of conten- 
tion in the expense budget.” 

The transit deficit being carried in the 1945- 
46 tax budget is $47,900,000, and Mayor La- 
Guardia has predicted that it will pass the 
$50,000,000 mark within the next two years, 
assuming that the fare remains at 5 cents. 


WLB Acts to Avert Strike 


| geen a union request to renew its con- 
tract with the Consolidated Edison Com- 
pany of New York, the War Labor Board 
recommended in Washington on September 
7th that a dispute between the company and 
the Brotherhood of Consolidated Edison Em- 
ployees be referred to the National Labor Re- 
lations Board to determine the issue of repre- 
sentation. 


The board ruling followed a renewed threat 
made by leaders of the utility union, formerly 
independent but now affiliated with the Con- 
gress of Industrial Organizations, to take 
strike action that would close down utility op- 
erations in New York city unless the company 
enters into negotiations. 

The company, meanwhile, issued a statement 
declaring that the September 7th WLB order 
upheld its position, asking that Consolidated 
Edison employees be given the opportunity to 
vote for the CIO, the American Federation of 
Labor, or an independent union in an election 
conducted by the NLRB. 

Holding that the basic issue was one of 
representation, the WLB declared: 

“In view of the great public interest in- 
volved in a peaceful and expeditious resolu- 
tion of this controversy affecting a public 
utility, a fair and equitable settlement of the 
matters in dispute and a firm basis for future 
stable labor relations can best be achieved by 
immediate submission to the NLRB of ques- 
tions regarding representation.” 

The board’s ruling was unanimous. 

Joseph Fisher, president of the brotherhood 
which aligned itself with the CIO several 
months ago, accused the company of bias in its 
employment policy. He contended further that 
the company was cutting down its staff by con- 
tinued issuance of bimonthly instead of 
monthly bills, and planned further cuts through 
the installation of master meters in apartment 
houses. 

In a statement issued on the company’s be- 
half, H. R. Searing, executive vice president, 
declared: “It is utterly untrue that the Edi- 
son system companies have refused to bar- 
gain with any labor organization chosen by 
the employees. The companies at all times 
have taken the position that they would bar- 
gain collectively with any independent or affii- 
ated union chosen in an NLRB election.” 


Utility Rates Cut 


Arzu savings amounting to about $150,- 
000 for some 35,000 commercial cus- 
tomers of the Buffalo Niagara Electric Cor- 
poration and the Niagara, Lockport & On- 
tario Power Company will become effective 
with September billings, William Kelly, presi- 
dent of both companies, announced recently. 


oe 
Ohio 


Ample Gas Supply Assured 


(eae will have an adequate supply of 
natural gas this winter, Ed Tharp, gen- 
eral manager of the Ohio Fuel Gas Company, 
predicted recently. Mr. Tharp said the gas 
company will make no appeals to consumers 
to save gas. This was done numerous times 


during the past two winters, and many war 
plants were cut off. : 

“It won't be necessary to ask the public to 
save gas,” Mr. Tharp said. “This winter may 
have a zero day or two. Then we might have 
to curtail gas to some industries. But this is 
in their contracts.” 

The gas situation is so good, Mr. Tharp 
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explained, that the company is seeking new 
business. The gas company wants to supply 
Bellefontaine and West Liberty and to switch 
13,000 Toledo domestic consumers from arti- 
ficial to natural gas. 

These three factors have helped the Ohio 
gas supply: (1) Ohio Fuel Gas has in stor- 
age 3-4,000,000, more cubic feet than 
last year. (2) The Panhandle pipe line is 


going to furnish the Ohio Fuel 50,000,000 
cubic feet per day of western gas through 
Muncie, Indiana. (3) Beginning October Ist 
the Ohio Fuel will get 160,000,000 cubic feet 
of east Texas and Louisiana gas per day from 
the Tennessee Gas & Transmission Company 
through Kenova, West Virginia, instead of the 
100,000,000 cubic feet that this new wartime 
pipe line now supplies. 


Oregon 


PUD Shifts Plans 


fe Wasco County People’s Utility Dis- 
trict recently abandoned plans for a 
special franchise election on the date originally 
planned, September 18th. W. J. Seufert, PUD 
president, conceded that because of incom- 
pleted legal proceedings it would not be pos- 
sible to present the franchise proposal to the 
people until a later date. An appeal from cir- 
cuit court decisions in mandamus actions is 
pending before the state supreme court. 
The PUD had hoped to obtain an injunc- 
tion from the supreme court compelling the 


city of The Dalles to call the election on the 
September date. Higher court hearings on the 
city’s two appeals were not scheduled to come 
up until after the eighteenth of the month. 

If such action is sustained by the court, the 
PUD intends to call an election later. Whether 
new initiative petitions will be required was a 
matter not yet determined. 

“We intend to abide by the people’s ex- 
pressed desire in previous elections to bring 
Bonneville power to this community, so that 
new industries now considering sites here may 
locate their plants in The Dalles and bring 
additional payrolls,” Seufert declared. 


Pennsylvania 


FPC Approves Proposal 


HE Federal Power Commission has ap- 
proved proposals by the Pennsylvania 
Power Company of New Castle for the dis- 
position of $924,824 remaining in plant ad- 
justment accounts and representing write-ups 
and other excesses of recorded cost over origi- 
nal cost. The commission had previously 
approved elimination of an additional $795,637 
classified in Account 107, Electric Plant Ad- 
justments, and the company had amortized an 
amount of $179,646 classified in Account 100.5, 
bringing to a total of $1,900,107 the amounts 
that will have been eliminated from its elec- 
tric plant accounts. 
The Pennsylvania Public Utility Commis- 
sion has approved the company’s proposals. 
Of the $924,824 involved in the commis- 
sion’s order of September 7th, $48,087, repre- 
senting certain excess of recorded cost over 


original cost of acquired property and classi- 
fied in Account 107, was disposed of in 1943 
pursuant to an order of the Pennsylvania com- 
mission by a charge to Earned Surplus. The 
company proposes to dispose of the $50,791 re- 
maining in Account 107 by charges to Reserve 
for Depreciation of Electric Plant and Earned 
Surplus. 

Of the balance of $825,945 remaining 
in Account 100.5 as of December 1, 1943, 
the company proposes to write off $46,894 by 
an immediate charge to Earned Surplus and 
to amortize the residue of $779,894 by charges 
to Account 537, Miscellaneous Amortization, 
at the rate of bn 500 per month beginning with 
December, 194 

a Power Company, a subsidiary 
of Commonwealth & Southern Corporation, 
renders electric service in Ellwood City, Far- 
rell, New Castle, Sharon, and some 45 smaller 
Pennsylvania communities. 


Texas 


Power Agreement Reached 


A 3-YEAR operating agreement between the 
Houston Lighting & Power Company and 
Galveston was adopted by the city commis- 
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sioners recently. The agreement, similar to the 
one in effect between Houston and the com- 
pany, was submitted by S. R. Bertron, Hous- 
ton, president of the concern. 

Under terms of the plan, effective as of 
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January 1, 1945, the company will pay 2 per 
cent of its annual gross receipts from the sale 
of electrical energy and an additional $11,000 
annually as a street-lighting credit. The com- 


pany also agrees to pay the city $13,000 in full 
payment toward the cost of installing an orna- 
mental street-lighting system on Twenty-fifth 
street. 


Utah 


Outline Power Sales 


ALES executives of the Utah Power & Light 
Company, conducting a meeting with dis- 
trict managers and salesmen in Ogden, out- 
lined plans for resuming prewar operation as 
rapidly as possible, it was reported in the 
press recently. 
Officials in attendance included W. A. Huck- 
ins, general sales manager; J. F. McAllister, 
manager of residential sales; J. H. Shaw, 


manager of commercial sales; and M. L. Cum- 
mings, advertising and sales promotion man- 
ager. 

Stressed were advisory service to customers, 
increased attention to farm users, manufacture 
of more electrical appliances soon, improved 
lighting. 

It was indicated also that now company 
advertising, which has been largely devoted to 
patriotic purposes during the war, will be re- 
converted to informational advertising. 


Washington 


FPC Dismisses Applications 


HE Federal Power Commission has dis- 
missed for want of jurisdiction applica- 
tions filed by Puget Sound Power & Light 
Company of Seattle for authority (1) to sell 
or otherwise dispose of all its electric prop- 


erties, and (2) to issue certain notes in the 
principal amount of $15,125,000; or in the 
alternative dismissal for lack of jurisdiction. 
The FPC’s order of September 6th stated 
that with the exception of certain war emer- 
gency transactions which do not affect the 
“public utility” status of the company, Puget 
Sound does not own or operate facilities for 
the transmission or sale at wholesale of elec- 
tric energy in interstate commerce within the 
meaning of the Federal Power Act, and the 
proposed sale of its electric properties and 
issuance of securities are not subject to the 
requirements of §§ 203 and 204. 

On February 3, 1943, the commission en- 
tered an order, pursuant to §202(d) of the 
Federal Power Act, with respect to the com- 
pany’s use of its interconnections with the 
Washington Water Power Company, the city 
of Seattle, and Bonneville Power Administra- 
tion and interconnected systems during the war 
emergency but not beyond ninety days after 
the cessation of hostilities. On July 18, 1944, 
the company was authorized to transmit elec- 
tric energy from the United States to Canada 
for the purpose of relieving a war emergency 
situation on the electric system of British 
Columbia Electric Railway Company, Ltd., 
which service and interconnection is to be 
terminated ninety days after the cessation of 
hostilities. 

In 1942 the company was granted a presi- 
dential permit to import from Canada a 
small amount of energy annually for local 


distribution in Point Roberts, Washington. All 
these ‘transactions, the order stated, were 
authorized without causing the company to be 
a “public utility.” 

At a public hearing held August 21, 1945, 
in Washington, to determine whether the 
Puget Sound Company is a “public utility” as 
defined in § 201 of the Federal Power Act, no 
requests to introduce evidence were received 
in response to previously published notices and 
no one appeared to be heard on the jurisdic- 
tional issue other than commission counsel. 

Puget Sound Power & Light operates in all 
or parts of 18 counties in the western section 
of Washington. 


Utilities Show Profit 


HE average revenue per kilowatt hour 

from residential customers during March, 
1945, was $1.65 from private utility firms and 
$1.43 for publicly owned power firms, the 
state department of public utilities reported 
recently. 

Both private and public power producers 
trimmed costs. The private companies reported 
a decrease of 6.8 per cent and the public plants 
slashed 7.7 per cent from the preceding month 
of March. 

Total sales of light and power by all com- 
panies in March was $6,007,609, a gain of 6.6 
per cent over March, 1944. 

Private companies averaged 398,504 cus- 
tomers, a gain of 2.3 per cent, and public com- 
panies had 214,392 customers, a 3.9 per cent 
increase. 

As of March, public companies were de- 
livering current to 188,375 residential cus- 
tomers and private companies were selling to 
339,272 residential users. This represented a 
slight increase for both. 
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The Latest 
Utility Rulings 


Transfer of Electric Properties to 
Codperatives and City Approved 


N application for approval of the sale 
by Associated Electric Company of 
all the securities and long-term indebted- 
ness of Missouri General Utilities Com- 
pany to the city of Rolla and five coop- 
eratives was approved by the Missouri 
commission. The commission also ap- 
proved dissolution of Missouri General 
Utilities and distribution of its assets 
among the codperatives and Rolla; issu- 
ance of certain notes and stock and exe- 
cution of certain deeds of trust by two 
of the codperatives ; and the exercise by 
these codperatives of their corporate 
franchises and their operation of the 
properties. 

Associated, an intermediate holding 
company and subsidiary of Associated 
Gas & Electric Corporation, was to be 
disposed of pursuant to § 11(b)(1) of 
the Holding Company Act, and a con- 
tract between the parties mentioned in 
this proceeding was the means adopted. 

The commission proceeded on the 
theory that if a proposed transfer is in 
the public interest or is not detrimental 
thereto, and if the means employed are 
lawful and purchasers have a charter 
right to own and operate, a transfer 
should be approved. It was held that the 
city of Rolla could lawfully acquire the 
facilities notwithstanding a new consti- 
tutional provision prohibiting a city 
from owning or subscribing for stock in 
a corporation. The commission referred 
to the ruling in City of Springfield v. 
Monday (1945) 185 SW(2d) 788, 
where it was held that a city may acquire 
facilities by means of acquisition of com- 
mon stock and dissolution of the corpora- 
tion owning the facilities. The commis- 
sion thought that the prohibition against 
“ownership” of stock was not intended to 
prohibit acquisition of stock which was 
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to be followed by immediate dissolution 
of the corporation. At all events, it was 
said, the city of Rolla had voted its bonds 
and entered into this contract prior to 
adoption of the new constitution, and that 
constitution provided that rights and ob- 
ligations existing and all contracts en- 
tered into prior to its adoption should 
continue to be valid. 

The corporate capacity of codperative 
purchasers to own and operate such prop- 
erties, said the commission, is determined 
by an examination of the corporate char- 
ters, as the same are certified by the Sec- 
retary of State. Such corporations pre- 
sumably have the powers granted to them 
by their charters. Corporate power is 
not an issue in determining the public 
interest, but is properly to be raised by a 
direct quo warranto proceeding and not 
collaterally. Reference was made to Re 
Missouri Electric Power Co.—Sho-Me 
Co-op (1943) 50 PUR(NS) 257, 273, 
where the commission discussed the 
matter. 

Two of the codperatives were incor- 
porated to serve their members but had 
recently amended their articles of incor- 
poration to permit them to serve the pub- 
lic generally in respect to facilities which 
they might acquire from publicutility cor- 
porations. 

Although the cases sustained the 
right of such dual operations, the com- 
mission condemned such a venture. It 
would not be in the public interest to ap- 
prove a service of the same kind to be 
regulated as to public consumers and un- 
regulated as to members, since the com- 
mission would control rates to be charged 
to the former while the cooperatives 
would fix rates to members. The com- 
mission did not deem it necessary to deny 
the application and have long hearings re- 
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peated, but it approved the application as 
to these codperatives upon the condition 
that they reincorporate or amend their 
charters so as to be authorized to serve 
the public generally as to all their fa- 
cilities. 

As to two other codperatives the com- 
mission stated its policy of requiring con- 
version under the provisions of the Rural 
Electric Codperative Act, § 5386 et seq. 
The commission has required such con- 
versions to be made mainly to retain ju- 
risdiction over the safety features of the 
facilities. 

Proposed loans by coéperatives which 


N application of Godfrey L. Cabot, 
Inc., for authority to increase rates 
for industrial gas service in certain 
counties of West Virginia was dismissed 
by the West Virginia commission. The 
commission determined that the company 
was earning a return of slightly less than 
7 per cent on original cost of property 
less depreciation. The return would be 
8.59 per cent if the allowance for depre- 
ciation, amortization, and depletion were 
reduced to provide 5 per cent on original 
cost, the maximum composite percentage 
allowed by the commission in natural gas 
proceedings. 
The commission stated : 


would be public utilities as to all their 
properties were held subject to commis- 
sion approval. Loans at 2 per cent inter- 
est from the Rural Electrification Ad- 
ministration were approved, although 
capital equity would be a smaller per- 
centage of capital structure than general- 
ly approved by the commission. The 
stockholders, each having a $5 investment 
and primarily interested in service, would 
not, in the opinion of the commission, be 
dividend minded. The lender, REA, 
would be capable of taking care of its 
own interests. Re Associated Electric Co. 
et al. (Case No. 10,600). 


e 


State Treated As Unit for Purpose or 
Fixing Natural Gas Rates 


Upon consideration of all which the com- 
mission is of the opinion and finds that the 
applicant’s business in West Virginia should 
be treated as a whole, for the very good rea- 
son that even if one segment is not as prof- 
itable as it should be, the profits from an- 
other may be excessive, and it follows that 
if the revenue from the one should be in- 
creased, the revenue from the other should 
be reduced; and that, since the applicant’s 
business in West Virginia as a whole is 
shown to be remunerative to the extent here- 
inbefore mentioned, the motion of the prot- 
estants and intervener made herein should 
be sustained and the schedule of rates filed 
herein should be canceled and this proceed- 
ing dismissed. 


Re Godfrey L. Cabot, Inc. (Case No. 
2986). 


e 


Use of Bond Proceeds Out of State Not 
Shown When Funds Mingled 


A gen New York commission, in an in- 
vestigation of bond issues of the 
Western Union Telegraph Company, 
concluded that it had jurisdiction of the 
issuance of securities to refund $25,000,- 
000 face value of 5 per cent bonds issued 
in 1926 and of securities to refund $35,- 
000,000 face value of 5 per cent bonds is- 
sued in 1930. The company had claimed 
exemption under § 101 of the Public Serv- 
ice Law on the ground that the refund- 
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ing debentures would not be issued for 
any of the purposes stated in the Public 
Service Law in the state of New York 
and that the proceeds obtained by the is- 
sue of the bonds in 1926 were not used 
for expenditures within the state. 

The company had in the first place pro- 
posed to issue convertible debentures 
which would be convertible into class A 
stock. It requested the commission to 
endorse its consent and approval upon a 
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certificate of an increase in the author- 
ized shares of class A stock pursuant to 
§ 36 of the Stock Corporation Law. 
After the commission expressed the 
opinion that the bond issue would also 
be subject to its jurisdiction, the com- 
pany decided not to issue convertible de- 
bentures and withdrew its petition. The 
commission thereupon instituted its in- 
vestigation to determine the question of 
jurisdiction over the company’s bond 
issue. 

The evidence showed that $20,000,000 
of the $25, 000,000 bond issue was not 
placed in the general funds of the com- 
pany but was loaned to brokerage houses 
for purposes not connected with utility 
operations. The company contended that 
the proceeds were used to reimburse the 
treasury for expenditures previously 
made for additions, improvements, and 
extensions to plant outside the state, and 
that if this fact were established the com- 
mission had no jurisdiction over the issu- 
ance of securities to refund the bonds. 
The resolution adopted by. the executive 
committee before the bonds were issued 
or authorized by the stockholders indi- 
cated that the company contemplated 
loaning a part of the proceeds to broker- 
age houses. 

It was argued that since the bond in- 
denture stated the purpose of the issue— 
namely, to reimburse the treasury for out- 
side expenditures — this was proof that 
commission jurisdiction did not extend to 
the refunding. But the indenture, said 
Chairman Maltbie, delivering the com- 
mission opinion, was not a statement of 
what actually happened. At best it was 
only a statement of purpose or intention 
and the difference between fact and in- 
tent has “been known from time im- 
memorial.” Furthermore, the resolution 
mentioned was said to be significant. 

Counsel finally stipulated that some of 
the proceeds may have been used for con- 
struction purposes in the state of New 
York. Commenting on this, Chairman 
Maltbie said: 


It is possible that this concession disposes 
of the entire question, for the burden of 
proof is on the company and if it admits 
that some of the proceeds from the issues 
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of securities to be refunded may have been 
used for construction purposes in the state 
of New York, the commission would nullify 
the whole purpose of the statute; namely, to 
provide administrative control by the state 
over the issuance of securities by utilities 
operating in the state if it were to ignore 
the burden of proof and decide it had no 
jurisdiction. 

It was further urged that a large 
amount was spent for facilities outside 
the state and such expenditures in a few 
years prior to 1926 were in excess of 
funds obtained from the bond issue, and 
that it must be concluded that no funds 
went into New York but all went else- 
where. 

Chairman Maltbie declared that 
this was pure inference, and, even if the 
amounts were exactly as stated, there 
would be no proof of the claim. There 
was no complete segregation of funds. 
He continued : 

The situation is amply illustrated by a wa- 
ter reservoir into which water flows from 
various sources through various pipes. Out 
of the reservoir water is drawn through var- 
ious pipes for various purposes. How can 
anyone assert that the water flowing into the 
reservoir from one source goes to any one 
of the uses for which the reservoir is drawn 
upon? 

Although it was said to be possible that 
the propriety of the lending practices had 
no direct relevancy to the determination 
of the jurisdiction of the commission, 
this matter was said to be important in 
considering the dependability of the com- 
pany records and the testimony of offi- 
cials in substantiating claims as to the 
purposes for which funds were raised by 
an issuance of bonds. Chairman Maltbie 
said that the propriety and legality of 
such practices are not to be determined 
by their financial success or loss. He 
added the following statement : 

Suffice it to say that i in no bond issues ap- 
proved by this commission have such prac- 
tices been permitted and our orders approv- 
ing the issuance of securities are strictly in 
acenrd with the requirements of statute in 
which the purposes for which securities may 
be issued are specified, and there is no men- 
tion of loans to brokerage houses to finance 
their own operations. 


Re Western Union Telegraph Co. (Case 
11693). 
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Rate Increases for Dial Telephone Service 
Not Viewed As Inflationary 


e g«. North Carolina commission au- 
thorized conversion to automatic 
dial telephone service and the institution 
of adjusted rate schedules which would 
result in a relatively small revenue in- 
crease. Representatives of the OPA 
testified to inflation in general and to its 
danger to economic stability. The opin- 
ion was expressed that the government 
stabilization program would be affected 
unfavorably by the proposals of the 
company. 

The commission said that it was fully 
aware of the danger and baneful effects 
of inflation, and it was particularly 
gratified by the fact that utilities under 
its jurisdiction had contributed nothing 
to existing inflation. The average price 
on commodities, according to govern- 
mental figures, was 38.78 per cent. There 
had been no increase at all in the average 
telephone, electric, and gas rates in North 
Carolina, but, on the contrary, the aver- 
age was lower because of rate reductions. 

In the instant case, said the commis- 
sion, it appeared that the OPA was un- 


duly alarmed as it was apparent to the 
informed that the proposed rates, in the 
main, were normal natural rates. It was 
obvious that the proposed change from 
magneto service to automatic dial type 
was highly desirable and in the public 
interest. 

Furthermore, as the cost of serv- 
ice as a whole was to be no greater 
than at present, the change instead of be- 
ing retarded or prevented should be 
speeded. Telephone users were anxious 
for change to dial system. 

In the case of the Jacksonville ex- 
change there had been a quick trans- 
formation from a small peacetime vil- 
lage to an enlarged bustling wartime 
community, the focal point of a great gov- 
ernment Army camp, with a greatly en- 
larged telephone population. It was said 
to be apparent that the large expansion 
and large expenditures which had been 
made at Jacksonville entitled the com- 
pany to an increase over present rates. 
Re Carolina Telephone & Telegraph 
Co. (Docket No. 3297). 
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Completed Transfer of Property to City 
Approved by Commission 


Yi Be Missouri commission, holding 
that it lacked jurisdiction to un- 
scramble completed transactions and re- 
store the status quo ante, dismissed its 
investigation of an unauthorized transfer 
of utility property to the city of Spring- 
field and authorized Springfield Gas & 
Electric Company to be dissolved and 
liquidated and its assets and properties 
to be conveyed, distributed, and trans- 
ferred to the city. Commissioner Wilson, 
in a dissenting opinion, declared that a 
deed from the company to the city pur- 
porting to convey all properties was a 
nullity and that the city had no authority 
to conduct a public utility business out- 
side city limits. The properties conveyed 
included some outside properties. 
SEPT. 27, 1945 
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The commission, in Re Springfield 
(1945) 58 PUR(NS) 237, had granted 
an application by the city for authority, 
immediately upon acquisition of the com- 
mon stock of the company, to cause the 
corporation to be dissolved and liqui- 
dated and its net assets and properties to 
be transferred to the municipality and 
permitting the corporation to cease op- 
eration as a public utility. Thereafter the 
commission granted motions for rehear- 
ing, setting aside the report and order. 

Nevertheless, the city had acquired the 
common stock, elected its own board of 
directors and officers, secured a convey- 
ance of the property to the city, and had 
taken steps purporting to dissolve the 
corporation. All the necessary steps to 
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consummate these transactions were for- 
tified by ordinances and minutes of the 
city council meeting. 

The commission, in Re Springfield Gas 
& E. Co. (1945) 58 PUR(NS) 252, or- 
dered the company to show cause why it 
had disposed of its property without 
authorization. These cases were com- 
bined for hearing, and the commission 
issued its opinion, in which it was said 
that there is no statute which requires 
permission from the commission before 
the city could acquire the stock, but be- 
fore there could be any transfer of fa- 
cilities it was necessary that there be ob- 
tained an order approving the transfer. 
The commission stated : 

No disposition which it is possible for us 
to make of these two cases can remove the 
city from this picture. If in Case No. 10,614 
we approve the application the city will di- 
rectly own the properties. If we refuse to 
approve the application or should, in Case 
No. 10,628, order the Springfield Gas & 
Electric Company to cease in its efforts to 
dissolve and order it to take over and to op- 
erate the properties, the city would still re- 
main the sole owner of the incorporated Gas 
& Electric Company which owns the prop- 
erty. And if the city undertook to operate 
the corporation, although its owner, it would 
be conducting an ultra vires operation. 
Springfield v. Monday (1945) 185 SW(2d) 
788. If this application is approved the 
protestants insist that the city’s operation as 
proposed beyond the city limits will be il- 
legal and likewise an ultra vires operation. 


It was concluded that the commission 
was bound by a statutory interpretation 
by the supreme court giving the city au- 
thority to operate beyond city limits. 


[See City of Springfield v. Monday 
(1945) 185 SW(2d) 788.] The com- 
mission would not discuss an argument 
that the court ruling was mere obiter dic- 
tum nor speculate on the possibility that 
at some future time it might be modified 
or overruled. It was said to be sufficient 
that if this should occur while the city 
was operating outside its borders, such 
operation would be ultra vires only as to 
such outside properties, constituting only 
about 5 or 6 per cent of the entire prop- 
erties. Also in that event operations out- 
side the city could be continued by a qual- 
ified operator to whom the city might sell 
the facilities. 

It had been suggested that the opera- 
tions might “get into politics.” The com- 
mission said that it should not deny the 
application on the theory that the people 
of the city were incapable of self-gov- 
ernment. 

The commission, in its original au- 
thorization, had imposed a condition that 
preferred stock be called at its “call 
price” of $115 per share. On the later 
hearings it seemed to be agreed that the 
commission would have no jurisdiction to 
impose such a condition, and that point 
dropped out of the case. Under agree- 
ment of the parties the difference be- 
tween liquidating price of $100 and the 
call price of $115 was deposited with a 
bank in escrow in order to protect rival 
claimants while the issues between them 
respecting the retirement price could be 
litigated. Re City of Springfield et al. 
(Case Nos. 10,614, 10,628) 
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State Commission Uses FPC Rate Study in 
Reduction Negotiations 


fps Georgia Public Service Commis- 
sion has entered an order reducing 
the residential rates of the Georgia 
Power Company $1,194,000 a year. The 
statewide reductions range from 7.3 per 
cent to 25 per cent, the average reduction 
to all consumers being 1243 per cent. The 
Georgia Power Company has 243,586 
residential consumers and provides serv- 
ice in over 400 communities in that state, 
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in addition to the service extended 
throughout rural areas. In May, 1944, 
the state commission, following informal 
conferences, reduced the company’s com- 
mercial and wholesale resale rates in the 
amount of $1,058,000 per year. A second 
order was issued on December 21, 1944, 
requiring the refund or cancellation of all 
bills rendered during the month of De- 
cember to residential and street-lighting 
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customers, thus effecting a temporary 
rate reduction for the year 1944 of an 
additional $952,321. 

The commission undertook negotia- 
tions leading to the recent reduction on 
May 11, 1945. During the course of 
negotiations the commission made use of 
the Federal Power Commission’s list of 
typical electrical bills for 1945, pointing 
out to the company that its favorable 
position had declined in the comparison 
of its residential rates with those in effect 
in cities throughout the United States of 
50,000 population or more. Under the 
new rate which the state commission has 
now prescribed, this former favorable 
position is more than regained. For ex- 


ample, the cost for a consumption of 25 
kilowatt hours anywhere throughout the 
Georgia Power Company’s territory is 
reduced from eighty-second to sixteenth 
place from the lowest in the entire group 
of 216 cities listed. 

The commission’s order contained the 
following statement: 


This reduction is ordered by the commis- 
sion in the face of the contention of company 
that the natural lessening of demand follow- 
ing the war’s end might conceivably be suf- 
ficient to make necessary a request by the 
company for increased rates in the future. 
The commission, however, is more sanguine 
as to the economic future of our section... 


Re Georgia Power Co. 
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Other Important Rulings 


UTHORITY to transfer gas property 
was held by the New York commis- 
sion to be in the public interest principal- 
ly because it insured an adequate supply 
of gas at dependable pressures, particu- 
larly in winter peak demand periods, and 
because it took gas service in the area out 
of the hands of a relatively small and 
weak gas department and placed it in the 
hands of a company whose only business 
was rendering gas in the area, it appear- 
ing that the cost of necessary additional 
gas to the purchaser would be less than 
to the seller and service should be im- 
proved, while the transfer price (less 
than original cost depreciated) appeared 
to be reasonable. Re New York State 
Electric & Gas Corp. (Case 11922). 


The Alabama Supreme Court, revers- 
ing a decree which vacated a commission 
order denying authority to operate a mo- 
tor carrier service, held that such an or- 
der must be taken to be prima facie just 
and reasonable on appeal, that the pres- 
ent and future need in the matter of 
travel is the major inquiry, that the word 
“necessity” relating to certificates does 

“not mean essential or absolutely indis- 


Note.—The cases above referred to, where decided 
will be published in full or abstracted in 
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pensable, and that the commission in de- 
termining the public needs must consider 
the fact that territory is served by other 
carriers. Alabama Public Service Com- 
mission et al. v. Crow, 22 So(2d) 721. 


A Federal court was not deprived of 
jurisdiction of an action under § 6 of 
Part I of the Interstate Commerce Act 
against a freight forwarder to recover 
freight undercharges by § 419 of Part IV 
of the act providing that no person shall 
be subject to any liability on account of 
a prior act in connection with the charg- 
ing, receipt, or payment of rates of 
freight forwarders, or joint rates or di- 
visions between freight forwarders and 
common carriers by motor vehicle. 
White v. Atchison, Topeka & Santa Fe 
Railway Co. 149 F(2d) 919. 


The New York commission has held 
that a finding that public convenience and 
necessity require permanent operation is 
prerequisite to the issuance of a certifi- 
cate, and abnormal conditions may not be 
used as a basis upon which to issue 
permanent authority. Re Adirondack 
Transit Lines, Inc. (Case 8632). 


- courts or regulatory commissions, 
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FEDERAL POWER COMMISSION 


Re Bonneville Project 


Docket No. IT-5955 
June 26, 1945 


LLOCATION of costs of Bonneville Project and transmission 
L \ system; determination made. 


Apportionment, § 65 — Government project — Allocation of cost — Navigation 
and power. 

Allocation to power facilities of 50 per cent of the cost of facilities hav- 
ing joint value for navigation and power was held to be consistent with 
the intent of Congress as expressed in the Bonneville Act (directing the 
completion, maintenance, and operation of a project for the purpose of 
improving navigation and for purposes incidental thereto), giving recog- 
nition to the parity in importance of low-cost transportation and power to 
the development of the resources of the region. 


United States, § 9 — Power project. 

Discussion of Bonneville Act, approved August 20, 1937, 50 Stat 731, 
authorizing and directing completion, maintenance, and operation of Bonne- 
ville project for purpose of improving navigation on the Columbia river, 
and for other purposes incidental thereto, including the generation of elec- 
tric energy, p. 258. 

Rates, § 321 — Electric — Federal power project. 

Discussion of provisions of the Bonneville Act relating to rate schedules 
of Federal power project, p. 258. 

Expenses, § 33 — Amortization of project cost — Federal power. 

Discussion of provisions of Bonneville Act relating to rate schedules for 
Federal power project to provide for amortization of capital investment 
over reasonable period of years, p. 258. 

Return, § 26 — Cost of money — Federal power project. 

Finding by Federal Power Commission that weighted average cost of money 
to the United States, obtained by the issuance of bonds during the period 
1933 to 1943 inclusive, within which Bonneville project was substantially 
completed, approximated 2.5 per cent, p. 260. 

Valuation, § 67 — Original cost determination — Federal power project. 
Finding by Federal Power Commission under Bonneville Act as to gov- 
ernment investment in Federal power projects, p. 260. 

Rates, § 321 — Electric — Government power project — Bonneville Act. 

Text of §§ 6 and 7 of Bonneville Act relating to rate schedules for sale 
of electric energy generated at Bonneville project, p. 262. 
Apportionment, § 65 — Government project — Navigation and power — Power 
as incidental byproduct. 
Discussion, in dissenting opinion of Federal Power Commissioner, of the 
[17] 257 59 PUR(NS) 





FEDERAL POWER COMMISSION 


question of treating power as an incidental by-product of government proj- 


ect for navigation and power, p. 294 


(SmitH, Commissioner, dissents.) 


By the CoMMISSION : 
Allocation of Costs 


The Congress, by the Bonneville 
Act approved August 20, 1937 (50 
Stat 731), hereinafter referred to as 
the Act, authorized and directed the 
completion, maintenance, and opera- 
tion, under the direction of the Secre- 
tary of War and the supervision of 
the Chief of Engineers, of the Bonne- 
ville project for the purpose of im- 
proving navigation on the Columbia 
river, and for other purposes inciden- 
tal thereto including the generation of 
electric energy. 

The Act, 16 USCA §§ 832—832I, 
provides for the appointment, by the 


Secretary of the Interior, of an Ad- 
ministrator to be responsible for the 
disposition of the electric energy thus 
generated and not required for opera- 


tion of the project works. It further 
provides in § 2(b) that, in order to 
encourage the widest possible use of 
such electric energy and to provide 
reasonable outlets therefor, and to 
prevent monopolization thereof by 
limited groups, the Administrator is 
authorized and directed to provide 
transmission facilities for delivery of 
the energy to existing and potential 
markets. 

Section 6 of the Act provides that, 
subject to confirmation and approval 
by the Federal Power Commission, 
rate schedules shall be fixed and es- 
tablished by the Administrator “with 
a view to encouraging the widest pos- 
sible diversified use of electric energy.” 
Section 7 states that it is the intent 


59 PUR(NS) 


of Congress that such rate schedules 
“shall be determined with due regard 
to and predicated upon the fact that 
such electric energy is developed from 
water power created as an incident to 
the construction of the dam in the 
Columbia river at the Bonneville proj- 
ect for the purposes set forth in § 1 
of this Act.” 

On the basis of this expression of 
the intent of Congress, § 7 then pro- 
vides further that rate schedules shall 
be drawn having regard to the recoy- 
ery (upon the basis of the application 
of such rate schedules to the capacity 
of the electrical facilities of Bonne- 
ville project) of the cost of producing 
and transmitting such electric energy, 
including the amortization of the cap- 
ital investment over a reasonable peri- 
od of years. 

The intent of Congress, as to the 
basic considerations which should 
guide the Commission in its deter- 
mination of such allocation of costs, 
is set forth in language consistent with 
the above-summarized statements of 
purpose, as follows: “In computing 
the cost of electric energy developed 
from water power created as an in- 
cident to and a by-product of the con- 
struction of the Bonneville project, 
the Federal Power Commission may 
allocate to the costs of electric facili- 
ties such a share of the cost of facili- 
ties having joint value for the produc- 
tion of electric energy and other pur- 
poses as the power development may 
fairly bear as compared with such oth- 


er purposes.” 
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The capital investment to be amor- 
tized over a reasonable period of years 
will, therefore, comprise (a) the en- 
tire cost of facilities at the Bonneville 
project having value solely for power 
purposes; (b) the share of the cost 
of facilities at the Bonneville project 
having joint value for power and oth- 
er purposes allocated by the Commis- 
sion to electric facilities, and (c) the 
cost of transmission facilities required 
by § 2(b) of the Act. A “Joint Re- 
port on Allocation and Repayment of 
the Costs of the Columbia Basin Proj- 
ect,” approved and adopted by the 
Secretary of the Interior on January 
31, 1945, also proposes to make reve- 
nues derived from the sale of Bonne- 
ville power responsible for interest and 
amortization on $4,826,129 of invest- 
ment in the Grand Coulee project in 
payment for benefits received from 
Grand Coulee storage. 

On February 8, 1938, when con- 
struction of the Bonneville project, 
including the dam, locks, and appurte- 
nant works for the purpose of improv- 
ing navigation, and the initial power 
plant with two generating units, was 
substantially completed, the Commis- 
sion made an allocation of costs sub- 
ject to later revision and readjustment. 
This preliminary allocation was de- 
signed to facilitate plans for the mar- 
keting of power from the two initial 
units. 

The entire power installation, con- 
sisting of ten main generating units of 
518,400 kilowatts aggregate rated 
capacity and a 4,000 kilowatt house 
unit, has now been completed and has 
been in service since December 14, 
1943. The project is about 97.8 per 
cent completed, it being estimated by 
the Corps of Engineers, U. S. Army, 
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that an additional expenditure after 
June 30, 1944, of $1,901,000 will be 
necessary to complete it. 

The Commission has, therefore, 
proceeded with the determination of 
a revised allocation which will be final 
except for such portions of additional 
expenditures, necessary to complete 
the project and transmission system, 
as the Commission may allocate to the 
costs of Bonneville electric facilities. 

Bonneville project costs are kept 
and recorded by the Corps of Engi- 
neers, U. S. Army, in accordance with 
the Commission’s Uniform System of 
Accounts. By letters dated December 
20, 1944, and February 7, 1945, the 
Corps of Engineers supplied the Com- 
mission with data respecting the cap- 
ital costs of the project as of June 30, 
1944, together with estimates of ad- 
ditional costs necessary to complete 
the project. 

The capital costs of the transmis- 
sion facilities are kept and recorded 
by the Bonneville Power Administra- 
tion. By communications dated Sep- 
tember 25, 1944, March 4, 1945, and 
June 7, 1945, that agency supplied the 
Commission with information show- 
ing the capital costs incurred for these 
transmission facilities to June 30, 
1944, together with estimates of cap- 
ital costs necessary for completion of 
such facilities. 

Both the above agencies also sup- 
plied the Commission with other data, 
including estimates of annual costs of 
operation and maintenance. Further- 
more the Corps of Engineers, U. S. 
Army, supplied estimates of the cost 
of hypothetical alternative single pur- 
pose projects for navigation and for 
power development and expressed the 
view that navigation might fairly bear 
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the specific navigation costs plus one- 
half of the cost of joint facilities. 

The Commission’s staff has ana- 
lyzed all available data and informa- 
tion and has made field investigations 
and office studies concerning the vari- 
ous aspects of the Bonneville project 
and its related transmission facilities. 
On the basis of these studies, the Chief 
Engineer has prepared and submitted 
a report, dated June 15, 1945, en- 
titled “Bonneville Project and Trans- 
mission System, Allocation of Costs.” 

The Commission having considered 
the matters hereinabove recited, and 
other pertinent data relating to said 
project, together with all of the provi- 
sions and requirements of the Act, 
finds that: 

(1) The weighted average cost of 
money to the United States, obtained 
by the issuance of bonds during the 
period 1933 to 1943 inclusive, within 
which the project was substantially 
completed, approximated 2.5 per cent. 

(2) The Bonneville dam and reser- 
voir, the permanent buildings and 
grounds, and the fishways, are fa- 
cilities having a joint value for the pro- 
duction of electric energy and other 
purposes of the Bonneville project. 

(3) The capital costs of the Bonne- 
ville project to June 30, 1944, includ- 
ing interest during construction at the 
‘rate of 2.5 per cent per annum, 
totalled $83,709,430.33 of which $5,- 
784,055.16 was incurred for facilities 
solely for improvement of navigation ; 
$37,861,648.33 for facilities solely for 
the development of power; and $40,- 
243,726.84 for facilities having joint 
value for the production of electric 
energy and other purposes. 

(4) The final capital costs of the 
Bonneville project, as nearly as can 
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now be determined, will total $85- 
611,000, divided as follows: naviga- 
tion facilities $6,535,000; power fa- 
cilities $38,340,000; and joint facili- 
ties $40,736,000. 

(5) The cost of an alternative sin- 
gle purpose power project is estimated 
by the Corps of Engineers, U. S. 
Army, at $69,383,000 and of an al- 
ternative single purpose navigation 
project at $37,444,000. These esti- 
mates are for hypothetical projects at 
the Bonneville site, with normal. pool 
at elevation 72 as at present, and were 
prepared at the request of the Com- 
mission. 

(6) The capital cost to June 30, 
1944, of the transmission facilities 
constructed or otherwise provided 
pursuant to § 2(b) of the Act desig- 
nated by the Bonneville Power Ad- 
ministration as “Transmission System 
for Marketing Power from Bonneville 
Dam’’), as reported by the Adminis- 
trator, with minor modifications rec- 
ommended by the Chief Engineer of 
the Commission, totaled $28,324,922. 
The final cost of such facilities is es- 
timated at $40,000,000. 

(7) A portion of the total cost ap- 
proximating $3,000,000 may be con- 
sidered as representing increased cost 
attributable to prosecution of work on 
the Bonneville project for relief of 
unemployment under the National In- 
dustrial Recovery Act (48 Stat 195). 
Similarly, a portion approximating 
$2,715,000 may be considered as in- 
creased cost due to expediting instal- 
lation of generating units by the War 
Department as a National Defense 
measure. 

(8) Recognition of the parity in 
importance of low-cost transportation 
and power to the development of the 
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resources of the region, through al- 
location to power facilities of 50 per 
cent of the cost of facilities having 
joint value for navigation and power, 
is consistent with the intent of the 
Congress as expressed in the Act. 

Upon consideration of the above 
findings and the report of the Chief 
Engineer of the Commission, dated 
June 15, 1945, the text of which is 
attached hereto, and in the light of the 
provisions and requirements of the 
Bonneville Act, the Commission here- 
by makes the following determina- 
tions as to the portions of the costs 
of the Bonneville Project and of re- 
lated transmission facilities properly 
allocable to the capital investment re- 
quired for producing and transmitting 
electric energy developed from water 
power created as an incident to and a 
by-product of the construction of the 
project: 

(A) The amount of $20,121,800 
of the $40,243,726.84 incurred prior 
to July 1, 1944, for facilities at the 
Bonneville Project having joint value 
for the production of electric energy 
and other purposes, is hereby allocated 
to electric facilities. 

(B) The determination in para- 
graph A, together with the $37,681,- 
648.33, representing capital costs in- 
curred at the Bonneville Project, for 
facilities having value solely for pow- 
er purposes, and the $28,324,922, rep- 
resenting capital costs incurred for 
transmission facilities pursuant to 
§ 2(b) of the Act, constitute an ag- 
gregate of $86,128,370.33 as the cap- 
ital investment as of July 1, 1944, to 
be amortized out of revenues from 
Bonneville power. 


(C) This determination shall be 
final in so far as costs incurred prior 
to July 1, 1944, are concerned. Sup- 
plemental allocations will be made by 
the Commission to include costs in- 
curred subsequent to June 30, 1944, 
in completing the Bonneville Project 
and its transmission and other ap- 
purtenant facilities. 


Commissioner Smith dissenting. 


[Opinion on page 293.] 


Report of Engineers 


Bonneville Project and Transmis- 
sion System allocation of costs as basis 
for schedules of rates and charges for 
Bonneville electric energy, predicated 
upon the completed installation in the 
Bonneville Power Plant ten main gen- 
erating units, rated capacity 518,400 
kilowatts, maximum capability 582,- 
000 kilowatts, transmission facilities 
as required by Bonneville Act. 


June 15, 1945 


To: Federal Power Commission 


Subject: Allocation of Costs, Bonne- 
ville Project, Columbia 
River, Oregon-Washing- 
ton 


1. Under the provisions of an Act 
of Congress approved August 20, 
1937 (50 Stat 731), Public 329, 75th 
Congress, hereinafter called the Act, 
it is the duty and responsibility of the 
Federal Power Commission to make 
an “allocation of costs,”? upon the 
basis of which schedules of rates and 
charges for the sale of electric energy 
generated at the Bonneville project 
shall be prepared, fixed, and estab- 
lished. Included in such allocation of 





1“Rate schedules shall be based upon an 
allocation of costs made by the Federal Power 
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Commission”—Section 7 of the Act, 16 USCA 
§ 8328. 
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costs will be the entire cost of the fa- 
cilities provided solely for power pur- 
poses at the Bonneville project; the 
entire cost of the electric transmission 
lines and substations, and appurtenant 
facilities, required by § 2(b) of the 
Act, 16 USCA § 832a(b), and such 
share, if any, of the costs of those 
facilities at the Bonneville project 
having joint value for power develop- 
ment and other purposes, as the Com- 
mission may allocation to electric fa- 
cilities.* In the process of making the 
aforementioned allocation of costs, the 
Commission will necessarily deter- 
mine, as nearly as may be, “the cost of 
producing and transmitting such elec- 
tric energy, including the amortiza- 
tion of the capital investment over a 
reasonable period of years,” as re- 
quired by the Act. 

2. Under § 6 of the Act schedules 


of rates and charges prepared by the 
Administrator must be confirmed and 
approved by the Federal Power Com- 
mission before they may become ef- 
fective. 


3. In view of the interrelationship 
between §§ 6 and 7, 16 USCA 
§§ 832e, 832f, and for the convenience 
of the Commission, the full text of 
these two sections is quoted below: 

Section 6. Schedules of rates and 
charges for electric energy produced 
at the Bonneville project and sold to 
purchasers as in this Act provided 
shall be prepared by the Administrator 
and become effective upon confirma- 
tion and approval thereof by the Fed- 
eral Power Commission. Subject to 
confirmation and approval by the Fed- 
eral Power Commission, such rate 
schedules may be modified from time 





2Last sentence of § 7 of Act. 
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to time by the Administrator, and shall 
be fixed and established with a view 
to encouraging the widest possible di- 
versified use of electric energy. The 
said rate schedules may provide for 
uniform rates or rates uniform 
throughout prescribed transmission 
areas in order to extend the benefits 
of an integrated transmission system 
and encourage the equitable distribu- 
tion of the electric energy developed at 
the Bonneville project. 


Section 7. It is the intent of Con- 
gress that rate schedules for the sale of 
electric energy which is or may be 
generated at the Bonneville project in 
excess of the amount required for 
operating the dam, locks, and appurte- 
nant works at said project shall be de- 
termined with due regard to and pred- 
icated upon the fact that such elec- 
tric energy is developed from water 
power created as an incident to the 
construction of the dam in the Colum- 
bia river at the Bonneville project for 
the purposes set forth in § 1 (§ 832) 
of this act. Rate schedules shall be 
drawn having regard to the recovery 
(upon the basis of the application of 
such rate schedules to the capacity of 
the electric facilities of Bonneville 
project) of the cost of producing and 
transmitting such electric energy, in- 
cluding the amortization of the capital 
investment over a reasonable period 
of years. Rate schedules shall be 
based upon an allocation of costs made 
by the Federal Power Commission. 
In computing the cost of electric ener- 
gy developed from water power creat- 
ed as an incident to and a by-product 
of the construction of the Bonneville 
project, the Federal Power Commis- 
sion may allocate to the costs of elec- 
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tric facilities such a share of the cost 
of facilities having joint value for the 
production of electric energy and oth- 
er purposes as the power development 
may fairly bear as compared with such 
other purposes. 

4. Section 1 of the Act provides for 
the completion, operation, and main- 
tenance of the Bonneville project “for 
the purpose of improving navigation 
on the Columbia river, and for other 
purposes incidental thereto.” Power 
development is the only other purpose 
mentioned in the Act, and it appears 
that no other incidental purposes are 
directly served by the project.* Flood- 
control benefits are negligible, and no 
plan or suggestion has been advanced 
for using the impounded waters for 
irrigation purposes. Irrigation is 
practiced but little if at all in the valley 
below the dam. 


Definitions 

5. The term “Bonneville project” 
means “the dam, locks, power plant, 
and appurtenant works” constructed 
by the United States on the Columbia 
river at Bonneville, Oregon, and 
North Bonneville, Washington (§ 1 of 
Act). 

6. “Bonneville transmission sys- 
tem” means the electric transmission 
lines and substations, and facilities 
and structures appurtenant thereto, 
which the Administrator is authorized 
and directed by § 2(b) of the Act to 
construct or otherwise provide for the 
purposes set forth in the Act. 

7. The term “electric facilities” 
means all of the electric power facili- 


ties and related general facilities re- 
quired by the Act for the generation 
and for the transmission and sale or 
interchange of all electric energy that 
can be generated at the Bonneville 
project in excess of the amount re- 
quired for operating the dam, locks, 
and appurtenant works at said proj- 
ect. 

8. “Bonneville Power Administra- 
tion” (abbreviated BPA) is the name 
given to the office and organization 
established in the Department of the 
Interior for the administration of the 
Act, under the supervision of the Ad- 
ministrator (see references in Appro- 
priation Act for fiscal year 1941, 54 
Stat 410, and subsequent appropria- 
tion acts; also in Executive Order 
8526). 


Interest Rate and Amortization Peri- 

od 

9. In the preparation of this re- 
port an interest rate of 2.5 per cent per 
annum* has been used for all pur- 
poses involving interest calculations in 
connection with the Bonneville proj- 
ect and the Bonneville transmission 
system, and fifty years, beginning July 
1, 1944, adopted as a “reasonable 
period of years” over which to recover 
the government’s capital investment in 
electric facilities, as required by § 7 
of the Act. Use of both the 2.5-per 
cent interest rate and the 50-year 
amortization period has been agreed 
to by the Bonneville Power Adminis- 
tration and approved by the Commis- 
sion. 





8 During the early part of the construction 
period the project contributed moderately to 
unemployment relief; hence that purpose was 
served temporarily. It might be observed also 
that the project proved to be very valuable 
for the purposes of national defense. 
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4 This interest rate approximates the aver- 
age weighted cost of money to the United 
States obtained by the issuance of bonds dur- 
ing the ll-year period, 1933 to 1943. 
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General Information 

10. The Bonneville project was 
constructed and is being maintained 
and operated by the Corps of Engi- 
neers, U. S. Army (U. S. Engineer 
Department), under the direction of 
the Secretary of War and the super- 
vision of the Chief of Engineers. The 
power output is delivered at the plant 
bus to the Bonneville Power Adminis- 
tration and is transmitted and mar- 
keted by that agency under the direc- 
tion of the Secretary of the Interior 
and the supervision of the Adminis- 
trator. Under Presidential Executive 
Order 8526, dated August 26, 1940, 
the Bonneville Power Administration 
is also responsible for the transmission 
and sale of electric energy generated at 
the Grand Coulee project. In addi- 
tion to transmission facilities thus far 
constructed or otherwise provided by 
the Administrator for marketing Bon- 
neville power, a larger system has 
been partially constructed, principally 
in the state of Washington, for mar- 
keting the Grand Coulee power out- 
put. 

11. Construction of the Bonneville 
project was commenced on or about 
October 1, 1933, under the National 
Industrial Recovery Act, as Public 
Works Administration Project No. 
28. It was specifically authorized by 
Congress in the River and Harbor 
Act approved August 30, 1935. The 
dam and ship lock were practically 
completed by June 30, 1938, and the 
installation of generating equipment 
in the hydroelectric power plant was 
completed in December 1943, when 
the tenth and last main generating 
unit commenced operation. It has 
been estimated that as of July 1, 1944, 
97.8 per cent of the Bonneville project 


costs had been incurred. Temporary 
deferment during the war period of 
work yet to be done results in no ap- 
preciable functional impairment of any 
of the project works. 

12. Although it had long been rec- 
ognized that a dam below Cascade 
Rapids would be an essential feature 
of any acceptable general plan for de- 
velopment of the water resources of 
the Columbia Basin, the commencing 
of construction of the Bonneville proj- 
ect in the autumn of 1933 was occa- 
sioned by the efforts of the Federal 
government to relieve the prevailing 
widespread unemployment in the coun- 
try, and promote recovery from a 
business depression of unprecedented 
severity. The work was started be- 
fore project plans were prepared or 
exact locations for the project struc- 
tures determined, and this procedure, 
while deemed justified in the circum- 
stances, apparently resulted in some- 
what higher project costs than might 
normally have been expected. 


13. The Bonneville dam, power 
plant, and ship lock are located in and 
across the Columbia river at Bonne- 
ville, Oregon, and North Bonneville, 
Washington (mile 145.3),° in Mult- 
nomah county, Oregon, and Skamania 
county, Washington, at Bradford is- 
land near the foot of Cascade Rapids, 
and at the head of tidewater; about 
42 miles easterly from Portland, and 
44.1 river miles below The Dalles. 

14. The Columbia river rises in Co- 
lumbia lake, British Columbia, on the 
western slope of the Rocky mountains, 
and flows in a northwesterly direction 
about 200 miles to the mouth of 
Canoe river at the bight of the Big 


5 Mileage figures indicate river distance 
above the mouth of the river. 
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Bend, where it makes an abrupt turn 
to the south, passes the city of Revel- 
stoke, B. C., flows through very long 
flat-slope expansions known as Upper 
Arrow lake and Lower Arrow lake, 
and after being joined first by the 
Kootenay river and then by the Pend 
Oreille river, crosses the International 
Boundary into the state of Washing- 
ton about 10 miles below Trail, B. C. 
The river distance from Columbia 
lake to the International Boundary is 
460 miles. Below the International 
Boundary the river flows in a general 
southerly direction entirely across the 
eastern end of Washington, and from 
a point about 15 miles below the 
mouth of Snake river, flows westerly 
to the Pacific ocean, forming the 
boundary between Washington and 
Oregon. The river distance from the 


International Boundary to the sea is 


750 miles, and the fall in this distance 
is 1,288 feet, only about 10 feet of 
which is below the Bonneville dam, 
The Grand Coulee reservoir occupies 
the 151 miles of river immediately be- 
low the International Boundary. 

15. The river drains an area of 259,- 
000 square miles, of which 220,000 
square miles is in the United States. 
Its principal tributaries in Canada are 
the Kootenay and Pend Oreille rivers: 
and in the United States, the Snake, 
Willamette, Cowlitz, Spokane, Des- 
chutes, Lewis, Yakima, Okanogan, 
Wenatchee, Chelan, and John Day 
rivers. 


Stream Flow at Bonneville 

16. During the 65-year period end- 
ed September 30, 1944, the flow of 
the Columbia river at Bonneville is 
estimated to have ranged from a 
minimum of 35,000 cubic feet per sec- 
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ond (abbreviated c. f. s.) on January 
8, 1937, to a maximum of 1,170,000 
c. f. s. on June 6, 1894, at the peak 
of the greatest flood of record. The 
average flow at Bonneville during this 
65-year period was 205,500 c. f. s. 

17. The record high and low flows 
are now only of historical interest, as 
existing storage in the basin, prin- 
cipally at Grand Coulee but also at 
Flathead, Kootenay, and Chelan lakes, 
will result in a more nearly uniform 
flow in the future. It may reasonably 
be expected, however, that hereafter 
the average flow at Bonneville will 
approximate the 205,500 c. f. s. here- 
tofore experienced, or perhaps be 
slightly less on account of the increas- 
ing use of water for irrigation pur- 
poses. 


The Project W orks 

18. The Bonneville project works 
consist of the dam and reservoir, 
ship lock, power plant, fishways, and 
appurtenant works, including trans- 
formers and other electrical equip- 
ment necessary for delivery of the 
power output to the Bonneville Pow- 
er Administration. 

19. Exhibit 1 herewith shows the 
entire stretch of the Columbia river 
affected by the Bonneville project; 
also the project works on a site map; 
cross sections through the ship lock, 
spillway dam, and powerhouse; a 
sketch plan of the ship lock; and a 
small scale map indicating the extent 
of lands acquired by the United States 
for project purposes. Exhibit 2 is an 
aerial photograph of the project works, 
taken from the Oregon side of the 
river and from a point a short dis- 
tance upstream from the project 
works, The spillway dam is near the 

59 PUR(NS) 





FEDERAL POWER COMMISSION 


right side of the photograph, and the 
power plant and ship lock are in the 
left foreground. 

20. The dam is a gravity-type con- 
crete spillway structure, with crest or 
gate sills at elevation 24. It extends 
across the main channel from the 
Washington shore to Bradford island, 
and is 1,090 feet long. It has a base 
width of about 200 feet and a maxi- 
mum height of 170 feet. Piers 10 
feet thick and spaced 60 feet center 
to center provide 18 gate openings, 
each 50 feet wide. The normal operat- 
ing level of the reservoir is elevation 
72; but the spillway gates supplement- 
ed by stop logs as a wartime expedient, 
permit of temporary operation at 
levels up to elevation 78.° The spill- 
way has flood discharge capacity of 
1,600,000 c. f. s., which is 37 per cent 
greater than the peak discharge of the 
record flood of 1894. 

21. The ship lock, with chamber 
width of 76 feet and clear length of 
500 feet, lies along the Oregon shore. 
The depth over the lower sill at ex- 
treme low water is 24 feet. Since com- 
pletion of the lock late in 1937 it has 
been possible for ocean-going vessels 
to ascend the Columbia river to The 
Dalles (mile 189.4). Under normal 
operation, with pool elevation of 72, 
the maximum lift of the lock is about 
62 feet. With the reservoir at eleva- 
tion 78, as at present, the maximum 
lift is about 68 feet. No large lock 
in existence has a higher lift. 

22. The powerhouse extends across 
Bradford slough” from the river wall 
of the lock to Bradford island. It is 
about 1,500 feet downstream from the 
spillway dam, and an earth dike on 


the island connects it with the dam, 
thus completing the barrier. The 
powerhouse is equipped with ten main 
generating units, two of which have 
rated capacity of 43,200 kilowatts each 
and the remaining eight, 54,000 kilo- 
watts each, at 0.9 power factor; but 
these are merely nominal capacities. 
Actually the two smaller main units 
are capable of generating 55,000 kilo- 
watts each and the larger units, 59,- 
000 kilowatts each. In addition there 
is a 4,000-kilowatt house unit which 
is not operated for commercial pur- 
poses. The ten main generating 
units, with combined maximum cap- 
ability of 582,000 kilowatts, are avail- 
able for commercial operation. It is 
expected that they will operate under 
a head of from 68 to 70 feet during 
periods of extreme low flow, with the 
reservoir at elevation 78 to 80. 

23. Each main generating unit is 
driven by a 5-blade Kaplan propeller- 
type runner, the blades being auto- 
matically adjusted by governor con- 
trol to the pitch or angle of best effi- 
ciency. There is nothing unusual 
about the generators except their large 
size. 

24. Three-phase 60-cycle current is 
generated at 13,800 volts, nearly all 
of which is stepped up by transform- 
ers, located on the upper deck of the 
powerhouse, to 115,000 volts or 230,- 
000 volts, as desired by the Bonne- 
ville Power Administration for trans- 
mission. The high-tension switching 
equipment is on the roof of the power- 
house. 

25. Four fish ladders and three fish 
locks, referred to collectively as fish- 
ways, provide for the migrations of 





6 The present top-of-gates elevation is 79. 
7 Bradford slough is the name applied to 
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fish back and forth past the dam. One 
of the fish ladders is at the Washing- 
ton end of the spillway dam; another 
is on Bradford island at the other 
end of the dam; a third starts at the 
powerhouse, extends to Bradford 
island, and thence to the upper pool; 
and the fourth, which is detached 
from the other project structures, 
is on the Oregon side of the 
river. Fish locks are located at either 
end of the spillway dam, and adjacent 
to the river wall of the ship 
lock. These locks operate like naviga- 
tion locks. 


Pool Elevations 

26. The Bonneville project was 
designed for normal operation of the 
reservoir at elevation 72, but with pro- 
vision for it to rise above elevation 80 
for brief periods during great floods, 
when the tailwater would also be very 
high. At present the reservoir is be- 
ing operated at elevation 78 as a war 
emergency measure, but the Office of 
the Chief of Engineers has ruled that 
after the emergency has passed, nor- 
mal operation at elevation 72 shall be 
resumed. 

27. It is assumed, after discussion 
with the Deputy Chief of Engineers, 
that in event of grave national emer- 
gencies in the future, the reservoir 
will be operated as at present if nec- 
essary; that is, at elevation 78, or 
possibly at elevation 80. It would 
appear that a recurrence of the record 
low-flow conditions of 1936-1937 
would constitute an emergency justi- 
fying operation of the reservoir at the 
higher level, but necessity for doing 
this is not expected to arise more 
than twice during the next fifty 
years. 
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Bonneville Project Costs* - 

28. Bonneville project costs incurred 
to June 30, 1944, including interest 
during construction at the rate of 2.5 
per cent per annum, are as follows: 
For navigation facilities, $5,784,055.- 
16; for power facilities, $37,681,648.- 
33; and for facilities having joint 
value for navigation and power de- 
velopment, $40,243,726.84. Addi- 
tional costs estimated to be necessary 
after June 30, 1944, to complete the 
project, including interest during con- 
struction on the same basis, are as fol- 
lows: Navigation facilities, $750,- 
459.94; power facilities, $658,613.02 ; 
and joint facilities, $492,368.62. 
Combining these figures, the anticipat- 
ed final project costs may be stated as 
follows : 


$6,534,515.10 
38,340,261.35 


Navigation Facilities 
Power Facilities 


Joint Facilities 40,736,095.46 
Grand Total $85,610,871.91 


29. Included in the costs incurred 
through June 30, 1944, is interest 
during construction as follows: Navi- 
gation facilities, $292,972.28; power 
facilities, $1,258,782.59; and joint 
facilities, $1,980,775.33. 

30. Included in the anticipated final 
costs shown above is interest during 
construction as follows: Navigation 
facilities, $302,237.22; power facili- 
ties, $1,266,913.61; joint facilities, 
$1,986,853.95; total, $3,556,004.78. 
The project costs are shown in great- 
er detail on Exhibit 3, to which at- 
tention is invited. 

31. The base costs were taken from 
the records of the U. S. Engineer De- 
partment at the U. S. Engineer Office, 
Portland, Oregon, by the Commis- 





®Gross capital expenditures, plus interest 
during construction. 
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sion’s supervising accountant of the 
San Francisco Regional Office, who 
was detailed to duty temporarily with 
the Chief Engineer on this investiga- 
tion. He computed the interest dur- 
ing construction as shown in this re- 
port. The Bonneville project costs 
are kept accurately and capably by the 
U. S. Engineer Department, in accord- 
ance with this Commission’s Uniform 
System of Accounts, as reported to the 
Chief Engineer by the supervising ac- 
countant. 


Transmission 


32. Construction of transmission 
facilities for marketing electric energy 
generated at the Bonneville project in 
the manner contemplated by § 2(b) 
of the Bonneville Act was commenced 
by the Administrator during the fiscal 


year 1939, and the system necessary 
for this purpose was about 70 per cent 
completed by July 1, 1944. 


33. By Executive Order 8526, dated 
August 26, 1940, the President des- 
ignated the Bonneville Power Admin- 
istrator as marketing agent responsible 
for the transmission and sale of pow- 
er and energy generated at the Grand 
Coulee project in excess of power re- 
quirements for operation of that proj- 
ect, including its irrigation features. 
The Administrator has since been 
marketing power produced at both the 
Bonneville and Grand Coulee projects 
over transmission facilities constructed 
under his supervision, with funds ap- 
propriated for the Bonneville Power 
Administration. Combined BPA ex- 
penditures for transmission lines and 
substations, and facilities and struc- 


tures appurtenant thereto, required by 
§ 2(b) of the Act, and similar facili- 
ties constructed under Executive Or- 
der 8526, totaled $76,106,309 ® as of 
July 1, 1944, as reported by BPA, 
and that agency expects the ultimate 
capital cost thereof to exceed $164,- 
000,000. 


Cost Already Incurred for, and Esti- 
mated Ultimate Cost of, Bonneville 
Transmission Facilities Required 
under § 2(b) of Act 
34, At the request of the Chief 

Engineer of this Commission, the 
Bonneville Power Administration 
made a study for the purpose of deter- 
mining the probable ultimate capital 
cost of the transmission system re- 
quired by the Act for marketing the 
total power output available for sale 
from the Bonneville plant. The re- 
sults of this study were well presented 
by the Chief of the BPA System De- 
velopment Section in a memorandum 
dated July 19, 1944. Accompanying 
the memorandum are two exhibits en- 
titled “Transmission System for Mar- 
keting Power from Bonneville Dam,” 
showing the existing and proposed 
facilities, both geographically and dia- 
grammatically. In making this study, 
the Bonneville-Grand Coulee trans- 
mission facilities referred to above 
were divided into two principal parts, 
one for marketing Grand Coulee pow- 
er and the other for marketing Bon- 
neville power. It was found that the 
division follows natural lines, and 
that the Bonneville portion “includes 
the area which under postwar condi- 
tions can easily absorb the total out- 
put from Bonneville.” 





®8Gross expenditures 3 July 1, 1944, $76,- 
106,309, comprised of : et plant i in service, 
$69,978,467 ; retirements, ee 7,481; and con- 
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“ae 4 attached to this report. [Omit- 
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35. The capital costs of the trans- 
mission facilities were taken from 
BPA. Work Order records covering 
those facilities already constructed and 
under construction, and from engineer- 
ing estimates with respect to facilities 
planned for construction to complete 
the Bonneville transmission system. 

36. Due principally to wartime re- 
strictions applying to materials and 
man-power, the transmission system 
required by the Act has not advanced 
to the stage that might reasonably 
have been expected under normal con- 
ditions. It has been found impossible 
during the past three years to build 
certain feeder lines or to complete sub- 
stations and other facilities according 
to normal standards. Large expendi- 
tures for accomplishing these purposes, 
particularly for the installation of ad- 
ditional transformer capacity and 
synchronous condensers in existing 
substations, and related facilities re- 
quired to complete the system, will be 
necessary, but it is probable that the 
greater part thereof will be deferred 
until after termination of the war. 

37. A summary of the BPA esti- 
mate of the cost of the Bonneville 
transmission system is shown below: 


SUMMARY 
Total Investment in Transmission and 
General Facilities 
1. 230-kv lines and substations .. 
2. 115-kv lines and substations .. 
3. Subtransmission 
4, Miscellaneous customers’ 


$12,851,960 
20,095,279 
2,891,658 


$37,088,897 
2,804,344 
912,500 


5. Subtotal 

6. Substation, site, and building 
improvements 

7. Estimated cost proposed Ad- 
ministration Bldg. 

8. Other oom investments (5 


9, 
38. Information regarding the facili- 


269 


ties listed above, and the estimated 
cost thereof, may be seen in greater 
detail by reference to Exhibit 4 here- 
with. 

39. At the time the aforementioned 
study was made, it was expected by 
the BPA staff that the transmission 
facilities then constructed and under 
construction in the Bonneville market 
area (see drawing 24992 attached to 
said memorandum dated July 19, 
1944—Exhibit 4 of this report), as 
covered by BPA Work Orders and 
engineering estimates, would cost 
$30,794,561. Actual capital costs in- 
curred therefor to and including June 
30, 1944, totaled $29,677,921. Be- 
tween June 30, 1944, and March 4, 
1945, BPA incurred additional costs 
in the amount of $80,989, and on the 
latter date estimated that still fur- 
ther expenditures totaling only $1,100 
would be required to complete the 
facilities, making the total cost there- 
of $29,760,010, or 3.36 per cent less 
than the estimated cost of $30,794,- 
561. 

40. Included in the BPA costs in- 
curred to June 30, 1944, ($29,677,- 
921), is the entire cost of the two 
Bonneville-Vancouver 230-kilowatt 
transmission lines, $1,971,277. These 
facilities are not used exclusively by 
the Bonneville project, although at 
times of monthly peak demand nearly 
three-fourths of the power carried 
thereby has on occasion come from 
Bonneville. Obviously it would not 
be equitable to charge the entire cost 
of these lines against the Bonneville 
transmission system, but in view of the 
fact that they are primarily Bonne- 
ville facilities, and after consideration 
of other relevant facts, it has been 
concluded that three-fourths of such 
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costs might justifiably be borne by 
Bonneville. Hence, to give effect to 
this change, $492,819 should be de- 
ducted from the costs incurred to June 
30, 1944, as reported by BPA. 

41. Included also is the entire cost 
of the Vancouver-Kelso 230-kilovolt 
line, $1,720,360. This line, like the 
two Bonneville-Midway lines, half the 
cost of which is to be borne by the 
Bonneville transmission system, serves 
to connect the Bonneville power sys- 
tem with the Grand Coulee system. 
It is deemed consistent and reasonable, 
therefore, to give to the Vancouver- 
Kelso line the same treatment as that 
accorded the two Bonneville-Midway 
lines; that is, charge half of the cost 
thereof against the Bonneville trans- 
mission system. Hence, a deduction 
of $860,180 from the BPA costs as of 
June 30, 1944 ($29,677,921), appears 
reasonable. 

42. The sum of the deductions from 
the costs incurred to June 30, 1944, 
for 230-kilovolt facilities, as treated 
separately in paragraphs 40 and 41 
above, is $1,352,999. 

43. It will be observed that the 
Bonneville Power Administration has 
included an item of $912,500 in the 
cost of facilities which that agency 
proposes be charged to the Bonneville 
transmission system, this amount rep- 
resenting one-fourth of the estimated 
cost of a new administration building 
which BPA desires to construct in 
Portland. BPA is now renting all or 
parts of seven different buildings in 
Portland, and it is believed that the 
rent paid therefor, together with the 
cost of maintaining taxicab service be- 
tween buildings, the value of time lost 
in going from building to building, 
and other expense incidental to the 
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occupancy of so many buildings in 
different parts of the city, would 
abundantly justify the construction by 
the United States of a suitable admin- 
istration building. However, the rents 
and all of the other costs referred to 
above are provided for in the BPA 
estimate of annual financial require- 
ments (annual costs) for the Bonne- 
ville transmission system, and the 
estimated unit cost of Bonneville ener- 
gy is based in part upon such annual 
costs. If the Administration building 
should be constructed, the annual costs 
thereon would be less than the corre- 
sponding expense now being borne by 
BPA due to the fact that no such 
building is available. Hence no part 
of the estimated cost of the building 
should now be charged to the Bonne- 
ville transmission system. When the 
building is constructed, an appropri- 
ate part of its cost may be charged 
thereto, but this will result in no in- 
crease in Bonneville’s financial bur- 
den. 

44. Item 8 of the BPA summary, 
$1,854,445, is simply 5 per cent of 
the Item 5 subtotal of $37,088,897. 
In view of the deduction of $1,352,- 
999 from the cost of 230-kilovolt 
facilities and hence from the $37,088,- 
897, a corresponding revision of Item 
8 might appear to be in order. Upon 
the assumption, however, that the $1,- 
854,445 is a judgment figure, deemed 
by the BPA staff as desirable for in- 
clusion to cover contingent costs not 
now predictable, this amount is left 
in the estimate. 

45. Although no deductions from 
the costs incurred by BPA for 115- 
kilovolt facilities are being made, it 
seems well to point out that the 
Rainier-Longview lines Nos. 1 and 2 
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are not used exclusively for marketing 
Bonneville power. 

46. Other joint-use facilities, the 
entire cost of which is charged to the 
Bonneville transmission system, are 
the switching facilities at North Bon- 
neville and at the J. D. Ross substa- 
tion and the warehouse and shop at 
the latter substation. 

47. Since the study referred to 
above was completed, the BPA staff 
has advised the Chief Engineer that 
$757,000 should be added to the esti- 
mate to cover certain incremental 
capital costs necessary to provide tap 
lines and substation facilities for mak- 


‘ing available a substantial part of the 


Bonneville secondary energy for serv- 
icing electric boilers expected to be 
used principally by the pulp and paper 
industry, this amount being in addi- 
tion to allowances previously made in 
the estimate for the delivery of sec- 
ondary energy to other classes of cus- 
tomers. 

48. Giving effect to the changes 
dealt with in paragraphs 39 to 43, in- 
clusive, and paragraph 47, the estimat- 
ed cost of the Bonneville transmission 
system and related general facilities 
may be stated in revised form as fol- 
lows: 


Revisep Cost SUMMARY 


Bonneville Transmission System and Related Facilities 


A. Facilities constructed or under construction as of June 30, 1944: 
1. Actual costs to and including June 30, 1944, as reported by BPA $29,677,921 


2. Deduction (see paragraph 42) 


1,352,999 24 


3. Costs incurred to and including June 30, 1944, chargeable to 


Bonneville transmission system 


$28,324,922 


4. BPA estimate of costs necessary for completion of those facili- 
ties covered by Item 1 above which were incomplete as of 


June 30, 1944 ... 


82,089 


5. Indicated final cost of Bonneville transmission system facilities 


consiructed or under construction as of June 30, 1944 


$28,407,011 


B. Facilities the construction of which had not been commenced as of 


June 30, 1944: 


1. BPA estimate of the cost of such facilities 


2. Deduction (see paragraph 43 


3. Revised estimate 


$12,622,625 12 
912,500 


11,710,125 


C. Revised estimate of cost of Bonneville transmission system and related facilities $40,117,136 


49. It is probable that the total of 
$40,117,136 shown above is more 
money than will be required to pro- 
vide a transmission system, with the 
necessary appurtenant facilities, to 
meet the requirements of the Act in 


The reasons prompting 


(a) 


all respects. 
this statement are as follows: 


the estimate includes a large arbitrary 
item of $1,854,445 in the nature of a 
provision for contingencies; (b) with 
the Bonneville transmission system 
more than 70 per cent completed, ex- 
perience has shown the actual costs 
to be 3.36 per cent less than the BPA 
estimate; and (c) it is expected that 





11 This $1,352,999 was deducted from the 
costs of 230-kilovolt transmission lines the 
construction of which was completed prior to 
June 30, 1944. : 

12 $42 660,186 plus $757,000, minus $30,794,- 
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561. The cost of facilities constructed or un- 
der construction as of June 30, 1944, was 
estimated by BPA at $30,794,561. Items B-1 
and B-3 above include the $757,000 referred 
to in paragraph 47. 
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practically all of the remaining costs 
will be incurred after termination of 
the present war, when the construc- 
tion cost level will probably be lower 
than at present. It is recommended, 
therefore, that the Commission pro- 
ceed under the assumption that the 
aggregate cost of the transmission 
lines and substations, and facilities 
and structures appurtenant thereto re- 
quired by § 2(b) of the Act, will be 
$40,000,000. 

50. Costs incurred to and including 
June 30, 1944, for Bonneville trans- 
mission facilities as reflected in the 
revised cost summary, paragraph 48 
above, total $28,325,000 in round 
figures. Deduction of this figure from 
the assumed ultimate cost of the Bon- 
neville transmission system ($40,- 
000,000) leaves $11,675,000 as the 
indicated amount necessary to be 
expended in the future to complete the 
system. It is assumed that this re- 
maining investment will be made dur- 
ing the five fiscal years 1945 to 1949, 
as follows: 


$11,675,000 


Commission's Interim Allocation Or- 
der of February 8, 1938 


51. The rate schedules now in effect 
were fixed and established after an- 
nouncement of the Commission’s in- 
terim order of February 8, 1938, 1 
Fed PC 706, which was adopted at a 
time when only two of the ten main 
generating units had been installed, 
and when it was “impossible to deter- 
mine the cost of the remain- 
ing eight generating units, represent- 
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ing about 80 per cent of the probable 
ultimate installation,” or of the com- 
pleted Bonneville project. The Com- 
mission made a conditional determina- 
tion in said interim order to the effect 
that ultimately power development 
may fairly bear 32.5 per cent of the 
cost of facilities having joint value for 
the production of electric energy and 
other purposes, “this percentage being 
subject to revision and readjustment 
by the Commission from time to time, 
on the basis of facts and circumstances 
obtaining at any time.” 

52. Inasmuch as the Bonneville 
project is substantially completed, 
with its “ultimate” power installation 
in operation, and the Bonneville trans- 
mission system is well advanced to- 
ward completion, it appears that the 
Commission’s interim allocation of 
costs made early in 1938, before any 
costs had been incurred for transmis- 
sion facilities, should now be super- 
seded by a Commission determination 
and allocation of costs made on the 
basis of the facts and circumstances 
obtaining at this time, and taking in- 
to consideration estimates of capital 
costs yet to be incurred. 


Controlling Provisions of the Act 


53. Under this heading reference 
will be made to those provisions of the 
Act which seem to require considera- 
tion by the Commission in the dis- 
charge of its principal responsibilities 
under the Act, particularly the mak- 
ing of an allocation of costs, as a 
basis for fixing and establishing sched- 
ules of rates and charges for the sale 
of Bonneville power, and the related 
matter of confirming and approving 
rate schedules prepared by the Admin- 
istrator. Such comment and discus- 
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sion will be inserted as may seem to 
be appropriate. 

54. In § 1 of the Act, the Congress 
authorized and directed the comple- 
tion, operation, and maintenance of 
the dam, locks, power plant, and ap- 
purtenant works (which Congress 
called the Bonneville project), then 
under construction on the Columbia 
river at Bonneville, Oregon, and North 
Bonneville, Washington. It is stated 
therein that the Bonneville project as 
thus authorized is “for the purpose of 
improving navigation on the Columbia 
river, and for other purposes inciden- 
tal thereto.” Thus, with this legisla- 
tive determination, the question as to 
the primary purpose of this project 
is a settled matter. 

55. One of the “other purposes” for 
which the project was constructed is 
first revealed in § 1, where provision 


is made for a power plant, as an im- 
portant feature of the project works 
—a facility “for the generation of elec- 


tric energy.” * 


56. In § 1 reference is also made to 
the “Bonneville Power Administra- 
tor,” and in § 2(a) appointment of 
the Administrator by the Secretary 
of the Interior is authorized and di- 
rected; and the Administrator’s duties 
are specified. Among other things he 
is charged with responsibility for 
making arrangements for. the trans- 
mission and sale of all electric energy 
generated at the Bonneville project, 
except the part thereof required for 
the operation of the project works. 

57. In § 2(b) of the Act the Ad- 
ministrator is authorized and directed 
“to provide, construct, operate, main- 
tain, and improve such electric trans- 





_ 18 No other incidental purpose is mentioned 
in that Act. 


[18] 
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mission lines and substations, and 
facilities and structures appurtenant 
thereto, as he finds necessary, desir- 
able, or appropriate for the purpose of 
transmitting electric energy, available 
for sale, from the Bonneville project 
to existing and potential markets, and, 
for the purpose of interchange of elec- 
tric energy, to interconnect the Bon- 
neville project with other Federal 
projects and publicly owned power 
systems now or hereafter constructed.” 
Here is found a specific requirement of 
the Congress that the Administrator 
provide a transmission system. For 
what purpose? For the transmission 
and sale or interchange of electric 
energy generated at the Bonneville 
project; to encourage the widest pos- 
sible use of all electric energy that can 
be generated at Bonneville ; to provide 
reasonable outlets for such energy ; and 
to prevent the monopolization there- 
of by limited groups. 

58. In § 3 of the Act, the Congress 
defines the terms “public body” and 
“cooperative,” and in § 4 provides 
that at all times in disposing of elec- 
tric energy generated at the Bonne- 
ville project, the Administrator shall 
give preference and priority to public 
bodies and codperatives. Such public 
bodies and codperatives supply elec- 
tric service to their members as nearly 
as possible at cost. Clearly, it was 
the intent of the Congress that the 
electric energy generated at the Bon- 
neville project be disposed of to these 
public bodies and cooperatives, and to 
other purchasers, as nearly as possible 
at cost. In providing for the produc- 
tion of electric power at the Bonne- 
ville project, it was not the intent of 
the Congress that the Federal govern- 
ment should profit thereby at the ex- 
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pense of the people within economic 
transmission distance of the power 
plant; and it is equally clear, as will 
appear hereinafter, that it was the in- 
tent of the Congress that the power 
output of the Bonneville project should 
not be sold below cost. 

59. The Congress, as appears from 
§ 4(d) of the Act, contemplated sup- 
plying electric service, particularly 
through public bodies and codpera- 
tives, to the people of the states 
“within economic transmission dis- 
tance of the Bonneville project.” 

60. In § 5(a), the Act refers to such 
rate schedules as the Federal Power 
Commission may approve, and sub- 
ject thereto clothes the Administrator 
with power to negotiate and enter in- 
to contracts for the sale at wholesale 
of electric energy generated at the 
Bonneville project. 


61. Sections 6 and 7, particularly 
the latter, are of paramount import- 
ance in connection with the matter of 
cost allocation, and for that reason 
these two sections have been quoted 
in full in patagraph 3 of this report. 
In § 6, after making the Federal Pow- 
er Commission responsible for the con- 
firmation and approval of rate sched- 
ules prepared by the Administrator, 
the Congress added the following re- 
quirement: “ : rate schedules 
shall be fixed and established 
with a view to encouraging the widest 
possible diversified use of electric en- 
ergy’ —apparently the only limitation 
on the Bonneville service area being 
that the energy must be marketed 
“within economic transmission dis- 
tance of the Bonneville project” 


(§ 4d). The rates, based upon the 
allocation of costs which the Commis- 
sion is to make, should be as low as 
practicable in order most fully to 
achieve this important objective. 

62. Section 7 of the Act expresses 
the intent of the Congress that rate 
schedules shall be determined with due 
regard to and predicated upon the 
fact that the electric energy is gen- 
erated as an incident to the construc- 
tion of the Bonneville dam for the pur- 
poses set forth in § 1 of the Act (see 
paragraph 54 above). 

63. Section 11 of the Act authorizes 
the appropriation, out of moneys in 
the Treasury, of such sums as may be 
necessary for the “‘installation of 
equipment and machinery for the gen- 
eration of electric energy and facilities 
for its transmission and sale.” 


64. It has been observed that it was 
the intent of the Congress that the 
rates charged for electric energy gen- 
erated at the Bonneville project should 
be as low as practicable. It is clear, 
however, that it was also the intent 
of the Congress that the rates be so 
fixed and established as to produce 
sufficient revenue to cover the cost of 
the energy delivered to markets with- 
in economic transmission distance; 
that is, the combined cost of produc- 
tion and transmission. The Act pro- 
vides for the accomplishment of this 
purpose by requiring that “Rate 
schedules shall be drawn having re- 
gard to the recovery of the 
cost of producing and transmitting 
such electric energy, including the 
amortization of the capital invest- 
ment * over a reasonable period of 





14 The combined capital investment in elec- 
tric facilities for the generation and transmis- 
sion of Bonneville energy, including such a 
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share of the cost of joint-use facilities at the 
Bonneville project as the Commission may 
allocate to “electric facilities.” 


274 





RE BONNEVILLE PROJECT 


years’; and provides further that 
“Rate schedules shall be based upon 
an allocation of costs made by the 
Federal Power Commission”—anoth- 
er mandatory provision. Then fol- 
lows in the last sentence of § 7 a per- 
missive provision, which says that in 
computing the cost of the incidental 
by-product electric energy, the Fed- 
eral Power Commission may allocate 
to the cost of electric facilities such a 
share of the cost of facilities having 
joint value for the production of elec- 
tric energy and other purposes as the 
power development may fairly bear as 
compared with such other purposes. 

65. The schedules of rates and 
charges must of necessity be based up- 
on the sum of the costs of the generat- 
ing facilities and the transmission 
facilities, inasmuch as the rates must 
be designed to provide sufficient rev- 
enue to insure recovery of all costs 
in both of these categories. The gen- 
eration component of such aggregate 
costs will include such part of the cost 
of joint facilities at the Bonneville 
project as the Commission may al- 
locate to “electric facilities.” 

66. Thus it is seen that the “alloca- 
tion of costs” to power referred to in 
§ 7 of the Act will be comprised of 
three parts: (a) the entire cost of 
the power plant and such other costs 
at the Bonneville project as are charge- 
able directly and wholly to power de- 
velopment, including the cost of step- 
up transformers and other electrical 
equipment necessary for delivery of 


the power output to the Administra- 
tor; (b) such part of the cost of facili- 
ties at the Bonneville project having 
joint value for the production of elec- 
tric energy and other purposes as the 
Commission may allocate to the costs 
of electric facilities ; and (c) the entire 
cost of the Bonneville transmission 
system, thus far partially constructed 
by the Administrator and to be com- 
pleted by him in accordance with the 
requirements of § 2(b) of the 
Act. 


Rate Schedules Now in Effect 


67. Five schedules of rates and 
charges for the sale of power and en- 
ergy produced at the Bonneville proj- 
ect, prepared by the Administrator 
and confirmed and approved by the 
Commission in accordance with the 
Act, are now in effect. They are des- 
ignated as Schedules A-3, C-3, E-2, 
F-2, and H-2. An analysis of the 
BPA publication, “Sales of Electric 
Energy,” showing data for the month 
of June, 1944, and for the fiscal year 
1944, indicates that if each customer 
had taken service during the entire 
fiscal year under the schedule apply- 
ing to the customer in June, 1944,¥ 
the sales for that fiscal year, by rate 
schedules, and the approximate aver- 
age revenue per kilowatt hour for en- 
ergy sold under each schedule, would 
have been as shown in the following 
tabulation : 


15 Data for month of May instead of June 
were used in a few cases, 
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Bonneville-Grand Coulee 
Energy Sales 
% of 
(1,000 Kw. Hr.) Total 
(2) 
5 


Bonneville Rate Schedule 


Revenue Approximate 
% of Average Revenue 
(Dollars) Total (Mills per Kw. Hr.) 
(4) (6) 
14,296 . é 

15,848,194 
374,786 
870,237 
1,999,306 





8,079,844.7 
Exchange 520,609.7 


Subtotal 


19,106,819 
1,301,524 





Total 36 8,600,454.4 


68. It will be observed from the 
above tabulation that about 81 per 
cent of the Bonneville-Grand Coulee 
energy sales during the fiscal year 
1944 were under rate schedule C-3, 
the kilowatt-year firm power schedule ; 
and that 9.3 per cent were under 
Schedule H-2, the so-called “dump 
power” schedule. The average of 
2.37 mills shown at the bottom of 
column (6) is about the same as the 
average revenue received per kilowatt 
hour for all Bonneville-Grand Coulee 
energy sold during the fiscal year 
1944, as reported by the Bonneville 
Power Administration. 

69. The salient facts relating to 
each of the schedules of rates and 
charges now in effect are summarized 
below: 

(a) Schedule A-3 applies to “at- 
site prime power,” available to cus- 
tomers within 15 miles of the Bonne- 
ville power plant. The rate is $14.50 
per year per kilowatt of billing de- 
mand, which, for high load factor 
power, is the lowest of the several 
rates. Customers taking service under 
this schedule must either consume it 
within 15 miles of the power plant, or 
if the energy is purchased for resale 
the principal part of it must be utilized 


20,408,343 


within the area so defined. Thus far 
only two customers, both public agen- 
cies, have taken service under this 
schedule. Their power requirements 
are small. 

(b) Schedule C-3 applies to prime 
power delivered from the Bonneville 
transmission system. The rate is 
$17.50 per year per kilowatt of billing 
demand. It is especially adapted to 
the requirements of customers who 
utilize power at high load factor, and 
for this reason the metallurgical and 
chemical industries and the large elec- 
tric utilities take service under it. 
The average revenue per kilowatt hour 
received for energy sold under this 
schedule during the fiscal year 1944 
was less than that under any other 
schedule. Much the greater part of 
the power produced at the Bonneville 
project is now sold under Schedule 
C-3 

(c) Schedule E-2 is available only 
to customers who purchase power for 
resale to ultimate consumers, or to 
customers using power for irrigation 
pumping or drainage pumping. It ap- 
plies to the sale of firm power either 
at site or from the transmission sys- 
tem. The schedule contains a 2-part 
rate, the demand charge being 75 cents 





16 Data in this tabulation differ slightly 
from those reported by BPA on FPC Foon 


which shows energy sales of 8,671,- 
Oot 1378 kilowatt hours in the fiscal year 1944. 
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per month per kilowatt of billing de- 
mand, and the energy charge 2 mills 
per kilowatt hour for the first 200 
kilowatt hours per kilowatt of billing 
demand, and 1 mill per kilowatt hour 
for additional energy taken. This 
schedule is adapted to low load factor 
use. It contains a provision which 
limits the charge in any month, to 
public bodies and codperatives, to not 
more than 3.5 mills per kilowatt hour 
during a load development period. A 
purchaser must take at least 90 per 
cent of his monthly energy require- 
ments from the Bonneville Power Ad- 
ministration, or be billed on that 
basis, to qualify for this rate. This 
schedule also contains a special rate, 
demand charge of $4.50 per year per 
kilowatt of annual maximum demand, 
energy charge same as above, applica- 


ble to power sold for irrigation pump- 
ing or drainage pumping. At present 
most of the BPA sales to publicly 
owned distributors are under this 


rate. 

(d) Schedule F-2 applies to the sale 
of prime power at site or at any point 
on the transmission system designated 
by the Administrator. This rate is 
adapted principally to the sale of pow- 
er for standby purposes, and to the re- 
quirements of low load factor and 
medium load factor industrial and 
commercial customers. The demand 
charge is 75 cents per month per kilo- 
watt of billing demand, and the energy 
charge is 2.5 mills per kilowatt hour 
for the first 360 kilowatt hours per 
kilowatt of monthly billing demand, 
and 1 mill per kilowatt hour for addi- 
tional energy. The features of this 


schedule relating to irrigation and 
drainage pumping are similar to those 
contained in Schedule E-2. Also 
there is a special rate of 5 mills per 
kilowatt hour during a development 
period, applicable to sales to public 
bodies and codperatives purchasing 
their entire power requirements from 
BPA. The provisions of Schedule 
E-2 are more liberal in this respect, 
however, and for this reason nearly 
all of the public agencies have shifted 
from Schedule F-2 to Schedule E-2. 

(e) Schedule H-2 applies to the sale 
of “dump energy” to customers main- 
taining generating facilities adequate 
to their own needs or having firm 
contracts for standby power from 
other sources. “Dump energy’”’ is de- 
fined as energy that may be generated 
from water that would otherwise be 
wasted. The points of delivery and 
the voltage at which the power is to be 
delivered are designated by the Ad- 
ministrator. The rate for “dump en- 
ergy” is 2.5 mills per kilowatt hour. 
This schedule also applies to emer- 
gency service, and is available to cus- 
tomers having their own generating 
facilities and rendering emergency 
service to BPA on a _ reciprocal 
basis. 


Power Available at Bonneville Plant 
Bus and Estimated Average An- 
nual Deliveries to Customers 


70. The operative date, name-plate 
rating, and maximum capability of 
each of the main generating units, to- 
gether with the rated plant capacity 
and maximum plant capability, are 
shown in the following tabulation: 
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BoNnNEVILLE Power INSTALLATION 


Operative 
D 


1 House unit. 


71. The ten water wheels are alike 
in all respects but the generators of 
Units 3 to 10 have slightly greater 
over-all vertical dimensions than those 
of Units 1 and 2, and have greater 
capability, as shown by the above 
table. The tops of all of the genera- 
tors were set at the same elevation, so 
that the difference in vertical dimen- 
sions would not mar the symmetry 
of the powerhouse interior. It will 
be observed that as indicated by the 
name plates, all of the units are un- 
derrated, Units 1 and 2 much more 
so than the others. 

72. Assuming that the Bonneville 
and Grand Coulee projects will be 
operated in codrdination both hydrau- 
lically and electrically in such manner 
as to obtain the maximum amount of 
prime power from the two plants, and 
taking account of the effects of exist- 
ing storage in the basin, the Bonneville 


Cumulative 
Maximum 
Capability 

(kw) 


Maximum 
Capability 
kw) 


Name Plate 
Rating 
(kw) 

(3) 
4,0001 
43,200 
43,200 
54,000 


’ 


Sse8sees 


eres 
32233 
Base 


eee 
33 





B} 8 
$188 


Power Administration has estimated 
the Bonneville prime power at 403,- 
000 kilowatts at the plant bus.” This 
figure is based upon a regulated flow 
of 80,220 c. f. s.,% which could be 
maintained as an average at Bonne- 
ville over the 5-month period, Novem- 
ber to March, during a water year 
like the record low-flow year of 1936- 
37, and upon the assumptions that 
under such conditions the reservoir 
would be operated at elevation 80, and 
that 2,500 c. f. s. of the flow would 
not be used for power purposes.” 

73. The BPA estimate of 403,000 
kilowatts for the strictly continuous 
power, termed prime power, is re- 
garded as somewhat too high under 
existing headwater storage conditions, 
but too low as an average over the 
50-year amortization period. It is 
probable that during the first ten 
years of the amortization period, suf- 





17 The comparable BPA estimate of Grand 
Coulee prime power, after 15 main units shall 
have been installed in that plant, is 1,009,000 
kilowatts. 

18 At times during the 5-month low-flow 
period the power available at Bonneville 
might be less than 403,000 kilowatts, or that 
at Grand Coulee less than 1,009,000 kilowatts ; 
also during rare periods of extreme high 
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flow, that at Bonneville would be less than 
403,000 kilowatts; but the BPA studies indi- 
cate that the two plants together would never 
have less than 1,412,000 kilowatts. 

12The U. S. Engineer Department esti- 
mates water requirements for operation of the 
fishways and navigation lock, together with 
leakage and seepage losses, at 2,500 c.f.s. 
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ficient additional headwater storage 
will be developed to raise the prime 
power above 403,000 kilowatts on a 
conservative basis of calculation, even 
assuming that the War Department 
will not approve of a maximum res- 
ervoir height in excess of elevation 
78 during periods of extreme low flow 
approximating the 1936-37 condi- 
tions. It is concluded, therefore, 
that 403,000 kilowatts is a satisfactory 
figure for the prime power. Perhaps 
no better determination could be made 
at this time. 

74. At present the power required 
for operating the navigation facilities 
and other project works, including 
electric service to shops and permanent 
buildings, and for lighting the prem- 
ises amounts to about 1,700 kilowatts. 
This so-called “house load” may in- 
crease in the future, and with that 


contingency in view an allowance of 


3,000 kilowatts is made for it. This 
leaves 400,000 kilowatts of prime 
power at the plant bus, for transmis- 
sion to market. 

75. The noncontinuous or secondary 
energy available at Bonneville before 
transmission, with normal operation 
of the reservoir at elevation 72, is 
estimated as follows: Secondary en- 
ergy available 80 per cent of the time, 
600,000,000 kilowatt hours per 
year;** remaining secondary energy, 
353,000,000 kilowatt hours per year; 
total, 953,000,000 kilowatt hours per 
year. 

76. A liberal allowance of 7 per 


cent is made for power and energy 
losses between the plant bus and cus- 
tomers’ meters,” and it is estimated 
that as an average during the amorti- 
zation period 90 per cent of the prime 
power will be sold, at a load factor 
of 90 per cent. Thus, the number of 
revenue-producing kilowatts of prime 
power is reckoned as 372,000.* 
After study of the power situation in 
the Bonneville service area, present 
and prospective, both the Bonneville 
Power Administration and the staff 
of this Commission reached the con- 
clusion that neither the sales factor 
nor the load factor would be less than 
90 per cent; and the Commission’s 
staff believes that the two factors will 
be about the same, whether they ap- 
proximate 90 per cent or a higher 
figure. The load factor is more like- 
ly to decline than the sales factor, and 
if the former should be the lower of 
the two, the number of revenue-pro- 
ducing kilowatts would be increased. 

77. With respect to the secondary 
energy, it is not possibe to determine 
satisfactorily in advance either the 
marketable portion thereof or the 
amount of revenue to be derived there- 
from. After giving full consideration 
to this matter, however, and obtaining 
the views of BPA, the Commission’s 
staff is of the opinion that about five- 
eighths of the secondary energy, or 
say an average of 600,000,000 kilowatt 
hours per year, will be delivered to 
and paid for by customers. 

78. The commercial power and en- 





% During the present war emergency the 
reservoir is being operated at elevation 78 

*1It is expected that this better class of 
secondary energy will be utilized at a load 
factor of about 80 per cent. 

The combined Bonneville-Grand Coulee 
system losses during the year ended Septem- 
ber 30, 1944, were 6.6 per cent. Bonneville 


losses should be somewhat less, as the gen- 
erating plant is near the market. 

In case of a recurrence of the 1936-37 
record low-flow conditions, both the sales fac- 
tor and the load factor would probably be 
about 94 per cent, with no appreciable change 
in the number of revenue-producing kilowatts. 
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ergy available at the generating plant 
for transmission to market, and the 


Character of Power 


(a) Prime Power 
(b) Prime Ener; 
(c) Secondary 


Equivalent 


400,000 Kw. 
3,504,000,000 Kw. Hr. 
nergy Available 80% of the 


estimated revenue-producing units are 
summarized below: 


Revenue- 
producing Units 
372,000 Kw. 


Units Available at 
Plant Bus 


600,000,000 Kw. Hr. 
353,000,000 Kw. Hr. 


600,000,000 Kw. Hr. 


1 Firm power at 90 per cent load factor (transmission losses, 7 per cent; sales factor, 90 


per cent). 


Theories of Joint Cost Allocations 


79. Several methods or theories 
have been proposed by engineers and 
economists for allocating among pur- 
poses benefited, that part of the total 
cost of multiple-purpose water-control 
projects which has joint value for two 
or more purposes. In the final analy- 


sis, all of these theories stem from a 
concept of the sharing of benefits de- 
rived from joint endeavor or joint ac- 


complishment. 

80. Among the methods most dis- 
cussed are the benefits theory, under 
which the joint costs are divided 
among the purposes on the basis of 
the estimated benefits derived from 
the joint venture; a variant of the 
benefits theory, known as the alterna- 
tive-justifiable-expenditure theory, un- 
der which the joint costs are shared 
in proportion to the differences be- 
tween the estimated alternative jus- 
tifiable costs and the actual costs in- 
curred specifically for each of the pur- 
poses; the use-of-facilities theory, in 
accordance with which the joint costs 
are divided on the basis of compara- 
tive use of the joint facilities; the 
vendibility theory, which requires no 
explanation here; the specific-costs 
theory, by which the joint costs are 
simply divided in proportion to the 
specific costs incurred for each of the 
59 PUR(NS) 


purposes; and the equal-apportion- 
ment theory, under which the joint 
costs are divided equally among the 
principal purposes served. 

81. In an abstract sense, there is 
merit to some of these theories, but 
generally they are not of considerable 
value in felation to water-control 
projects due to the infrequency of 
their applicability to practical situa- 
tions. For instance, it is not difficult 
to appreciate the obstacles met in any 
effort to apply the use-of-facilities 
theory, the benefits theory, or 
the alternative-justifiable-expenditure 
theory to the Bonneville allocation 
problem, nor can any of the other 
theories be used advantageously. 

82. At the request of the Commis- 
sion, the U. S. Engineer Department 
prepared estimates of costs, including 
interest during construction at the 
rate of 2.5 per cent per annum, of 
hypothetical single-purpose projects 
solely for power development and sole- 
ly for navigation at the Bonneville 
site, with normal pool level at eleva- 
tion 72.% The alternative single-pur- 
pose power cost was estimated at $69,- 
383,000, and that for navigation at 
$37,444,000, but the U. S. Engineer 
Department did not say these costs 


* See Exhibit 5 for these and other alterna- 
tive project estimates. 
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ould be justified. That Department 
merely prepared the estimates as re- 
quested. However, this power-de- 
velopment estimate supplies an accept- 
able figure for use in the alternative- 
justifiable-expenditure theory, but the 
navigation-improvement estimate is 
regarded as too high to be of any value 
for that purpose ; that is, the $37,444,- 
000 would not be a justifiable ex- 
penditure. 

83. A judgment figure could be 
adopted, of course, as representing 
the alternative justifiable expenditure 
for navigation, and used along with 
the $69,383,000 figure for power de- 
velopment in the application of 
the alternative-justifiable-expenditure 
theory. But it could hardly be said 
that the result would be superior to 
that obtainable by the application of 
informed judgment in the first in- 
stance. 

84. It appears, however, that, ignor- 
ing the implications of §§ 1 and 7 of 
the Act, the application of any of these 
theories, except the equal-apportion- 
ment theory, would result in charg- 
ing a preponderant share of the joint 
wsts to power development; more, 
apparently, than was intended by the 
Congress. 


Permissible Limits of Bonneville 
Joint Cost Allocation to 
Electric Facilities 


85. In order to arrive at the ag- 
gregate capital cost, upon the basis 
of which schedules of rates and 
tharges shall be established, it is nec- 
sary to determine the share of the 
wst of joint facilities at the Bonne- 
tlle project that may fairly be borne 
bly power, and add this amount to 
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the sum of the specific power costs 
at the Bonneville project and the 
transmission costs. It is desirable 
first, however, as a preliminary to this 
determination, to consider the permis- 
sible limits of the share of such joint 
costs that power might fairly bear 
under any circumstances—the ceiling 
and the floor, so to speak— in the light 
of the limitations which seem to be 
imposed by the Act. The congres- 
sional intent, as clearly expressed in 
the Act or as reflected by reasonable 
interpretations of its pertinent provi- 
sions, should be observed. 

86. Power development at the Bon- 
neville project is incidental to the 
primary purpose—navigation (§ 1 of 
the Act). 

87. An important objective of the 
Act was and is “to encourage the 
widest possible use of all electric en- 
ergy that can be generated” at the 
Bonneville project (§ 2-b) ;—“rate 
schedules shall be fixed and 
established with a view to encourag- 
ing the widest possible diversified use 
of electric energy” (§ 6). The Com- 
mission is jointly responsible for ef- 
fecting compliance with the require- 
ments of the latter directive. 

88. “Tt is the intent of Congress that 
rate schedules for the sale of electric 
energy generated at the Bon- 
neville project shall be deter- 
mined with due regard to and pred- 
icated upon the fact that such elec- 
tric energy is developed from water 
power created as an incident to the 
construction of the dam” as a naviga-~ 
tion improvement (§ 7). Neither is 
this mandate directed to the Admin- 
istrator alone. It is to be observed 
by any governmental agency having 
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any degree of control over the rates 
at which Bonneville power shall be 
sold, including, of course, the Federal 
Power Commission. The quoted 
language can hardly be construed as 
reflecting an intent that a major share 
of the joint costs should be allocated 
to electric facilities. 

89. Attention is invited to the fact 
that the provision “Rate schedules 
shall be based upon an allocation of 
costs made by the Federal Power 
Cominission” appears in § 7 after the 
directive just referred to, and very 
significantly just before the following 
language: “In computing the cost of 
electric energy developed from water 
power created as an incident to and 
a by-product of the construction of the 
Bonneville project, the Federal Power 
Commission may allocate to the costs 
of electric facilities such a share of the 
cost of facilities having joint value for 
the production of electric energy and 
other purposes as the power develop- 
ment may. fairly bear as compared 
with such other purposes.” 

90. In the light of a careful study 
of the language of §§ 1, 2(b), 6, and 
particularly 7, it is concluded that 
Congress did not intend that a major 
share of the joint costs should be al- 
located to electric facilities. 

91. It is necessary then that the 
Commission allocate to an incidental 
purpose—a subordinate purpose by 
the terms of the Act—some appropri- 
ate share of the joint costs. It ap- 
pears that with only two important 
purposes served “—one primary, the 
other subordinate—the share of the 
joint costs assignable to the primary 


purpose might approach 50 per cent 
as a minimum limit; and the share al- 
locable to the incidental or subordi- 
nate purpose might approach 50 per 
cent as a maximum limit. Thus, in 
this case, 50 per cent would be the 
practical maximum limit of the allo- 
cation to electric facilities. 

92. The language of the Act author- 
izing such an allocation is not manda- 
tory, but permissive. If the Com- 
mission were convinced that power 
could not fairly bear any part of the 
joint costs, as the Commission found 
in the case of the Fort Peck project, 
presumably it would make no alloca- 
tion at all. Hence, zero is the mini- 
mum limit. 


93. It is concluded, therefore, that 
allocation to electric facilities of any 
share of the joint costs, between zero 


and 50 per cent, is a matter within 
the discretion of the Commission. 
Within these limits the share so al- 
located will, of course, be that which, 
in the judgment of the Commission, 
power may fairly bear as compared 
with other purposes. 


The Bonneville Rate Level 


94. The Bonneville rate schedules 
now in effect have been made applica- 
ble also to the sale of power produced 
at the Grand Coulee project. More 
than half of the electric energy now 
being consumed in the five states of 
the Northwest— Washington, Oregon, 
Idaho, Montana, and Utah—is gen- 
erated at the Bonneville and Grand 
Coulee projects. It may be said 
with substantial correctness, there- 
fore, that the economy of that entire 





25 Unemployment relief is important, but as 
that “purpose” was served only temporarily, 
it is of a different category from navigation 
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and power. 
26 Bonneville Power Administration press 
release No. N-815, of January 3, 1945. 
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region is geared to the existing Bon- 
neville rate structure; and for that 
reason it is assumed that so long as 
the Bonneville power output is not 
being sold below cost, no considera- 
tion whatsoever will be given to rais- 
ing the rate level. For the informa- 
tion of the Commission, Bonneville 
power is not being sold below cost. 
Even if the Bonneville power system 
(meaning all facilities utilized for the 
generation and marketing of Bonne- 
ville energy) had been carrying 100 
per cent of the cost of joint facilities 
at the Bonneville project throughout 
the preamortization period ended June 
30, 1944, the aggregate revenues prop- 
erly assignable to Bonneville would 
have exceeded the corresponding ag- 
gregate expenses for said period by a 
margin of $913,000. Moreover, it 
appears from an inspection of revenue 
data and financial-requirements data 
for the nine months ended March 31, 
1945, that the revenue for the cur- 
rent fiscal year will exceed the an- 
nual costs by a very substantial mar- 
gin. Hence, it may be assumed that 
the established Bonneville rates will 
either remain unchanged or be low- 
ered. 


95. If the rates which shall be es- 
tablished on the basis of the alloca- 
tion of costs to be made by the Com- 
mission should produce more revenue 
than is necessary to cover all annual 
costs by a reasonable margin, and if 
such rates should not be reduced, the 
capital investment in electric facilities 
would be recovered by the United 
States in a shorter period of time than 
fifty -years. 


283 


Bonneville’s Obligations with Respect 
to Justification of Economic Fea- 
sibility of Upstream Storage 
Projects 


96. In considering the matter of 
an allocation of costs as a basis for 
establishing schedules of rates and 
charges, it appears that the Commis- 
sion may properly take cognizance of 
Bonneville’s obligations, present and 
future, in respect of justification of 
the economic feasibility of govern- 
ment water-control projects embody- 
ing headwater improvements, partic- 
ularly storage reservoirs, beneficial to 
the Bonneville project. For instance, 
a very substantial part of the prime 
power now available at Bonneville is 
attributable to the better regulated 
flow of the Columbia river resulting 
from operation of the Grand Coulee 
reservoir, with its usable storage of 
5,200,000 acre-feet. 

97. It is expected that much addi- 
tional storage will be provided in the 
Columbia river basin above Bonne- 
ville at public expense, but consider- 
ing the Bonneville plant as construct- 
ed, with its completed installation of 
ten main generating units (rated 
capacity 518,400 kilowatts ; maximum 
capability 582,000 kilowatts), there 
is a definite limit to the volume of 
headwater storage that would be bene- 
ficial to it. There is a possibility that 
if some 15,000,000 acre-feet or more 
of additional headwater storage should 
be developed, radical changes in the 
Bonneville project, to increase the in- 
stallation, would be warranted. The 
Commission would not be justified, 
however, in giving consideration at 
this time to the possibility of such 
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a change being made in the distant 
future. 

98. Nothing is said in the preceding 
paragraphs in contemplation of ac- 
tual payments being made on behalf 
of the Bonneville project for benefits 
derived from headwater improvements 
at other government projects. Ob- 
viously it would be a mistake, how- 
ever, in considering the economic 
feasibility of a proposed government 
reservoir on a headwater stream not 
to evaluate the benefits that would 
inure to downstream power develop- 
ments as a result of the operation of 
the headwater storage. 


Recent Report by Commissioner of 
Reclamation and Bonneville Power 
Administrator on Allocation and 
Repayment of Costs, Columbia 
Basin Project 


99. One of the purposes of the Rec- 
lamation Project Act of August 4, 
1939, 53 Stat 1187, 43 USCA 
§§ 485-485k, was “to protect the in- 
vestment of the United States” in rec- 
lamation projects. Section 7(b) of 
that Act provides that “For any proj- 
ect . . . now under construction 
or for which appropriations have been 
made, and in connection with which 
a repayment contract has not been 
executed, allocations of costs may be 
made in accordance with the provi- 
sions of § 9 of this Act. . . .” 
Section 9(a) of that Act provides 
that “No expenditures for the con- 
struction of any new project, new di- 
vision of a project, or new supple- 
mental works on a project shall be 
made, nor shall estimates be submit- 
ted therefor, by the Secretary until 
after he has made an investigation 
thereof and has submitted to the 
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President and to the Congress his re- 
port and findings on the part 
of the estimated cost which can prop- 
erely be allocated to power and prob- 
ably be returned to the United States 
in net power revenues.” 

100. During the past year the Com- 
missioner of Reclamation and _ the 
Bonneville Power Administrator pre- 
pared a “Joint Report on Allocation 
and Repayment of the Costs of the 
Columbia Basin Project,” that proj- 
ect having been adjudged by them 
(after considering the Columbia Basin 
Project Act of 1943—57 Stat 14, 16 
USCA §§ 835-835c-5) to be within 
the scope of .§ 7(b) of the Reclama- 
tion Project Act of 1939, permitting 
the making of allocations of cost un- 
der § 9 of that Act. Their report and 
all the allocations, determinations, and 
findings set forth therein were ap- 
proved and adopted by the Secretary 
of the Interior on January 31, 1945. 
The following language, involving the 
Bonneville project, is quoted from 
page 47 of the report: 

“The Bonneville Power Adminis- 
tration will pay to Grand Coulee out 
of revenues derived from the sale of 
power produced at Bonneville only for 
the benefits received from Grand 
Coulee storage. This payment is 
$187,570 per year for fifty years and 
represents 3 per cent interest and 
amortization on $4,826,129, which is 
the portion of the commercial power 
allocation applicable to the Bonneville 
Dam Project.” 

101. Upon reading the Columbia 
Basin Project report referred to 
above, and having in mind the re- 
quirements of the Bonneville Act with 
respect to disposition of receipts, it 
was first understood that the Admin 
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istrator did not in reality propose to 
make any actual payments to Grand 
Coulee, or rather to the Reclamation 
Fund, out of Bonneville revenues on 
account of headwater benefits, but that 
he merely intended to take account 
of such amounts in the BPA book- 
keeping, as an indication of Bonne- 
ville’s contribution toward the eco- 
nomic justification of the Grand 
Coulee project. But in a letter dated 
May 5, 1945, to the Commission, com- 
menting upon a draft of this report, 
the Administrator, upon the advice 
of counsel, says: 

“It is not the intention of the 
Columbia Basin Project report that 
such payments be entered only on the 
books of the Bonneville Power Admin- 
istration. It is our understanding 
that revenues will be credited on the 
books of the Treasury to the Reclama- 
tion Fund instead of to Miscellaneous 
Receipts to the extent of the obliga- 
tion for upstream river regulation.” 

102. In this connection attention is 
invited to the first sentence of § 11 
of the Bonneville Act (50 Stat 731), 
which reads: 

“Section 11. All receipts from 
transmission and sale of electric ener- 
gy generated at the Bonneville project 
shall be covered into the Treasury of 
the United States to the credit of mis- 
tellaneous receipts, save and except 
that the Treasury shall set up and 
maintain from such receipts a continu- 
ing fund of $500,000, to the credit 
of the Administrator and subject to 
theck by him, to defray emergency 
expenses and to insure continuous 
operation.” 

103. There has been no occasion for 
this Commission to determine the 
headwater benefits to the Bonneville 
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project attributable to the operation of 
the Grand Coulee reservoir. Sec- 
tion 10(f) of the Federal Power Act, 
16 USCA § 803(f), does not author- 
ize such determinations by the Fed- 
eral Power Commission where both 
the benefited project and the project 
having the headwater improvements 
are owned by the United States. 
Neither does the Federal Power Act 
nor any other statute, so far as is 
known to this office, authorize any 
other agency or department of the 
United States to make such deter- 
minations in contemplation of annual 
payments actually being made by or 
on behalf of the benefited project. 

104. Bonneville benefits from 
Grand Coulee storage to a greater de- 
gree than would be the case if both 
Bonneville and Grand Coulee were 
privately owned and under Federal 
license, because according to the BPA 
commitment the two projects are and 
will continue to be operated in coérdi- 
nation in such manner that the prime 
power output from the two plants 
will be a maximum. In other words, 
the storage is operated for the mutual 
benefit of the two projects, which is 
obviously in the public interest. It is 
hardly probable that the operation of 
two privately owned waterpower 
projects would be so well codrdinated, 
particularly if the projects were owned 
by diverse interests, even though both 
were under Federal license. 

105. Irrespective of what consider- 
ation, if any, the Commission may feel 
justified in giving to the proposed 
annual payment of $187,570" per year 
during the 50-year amortization peri- 





87 See somewhat larger figure at bottom of 
page 33 of the Columbia Basin Project re- 
port. 
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od as Bonneville’s contribution to the 
economic justification of the Grand 
Coulee project, the Commission may 
assume with confidence that an actual 
payment in that amount, if such were 
permissible, would not be excessive. 
106. It may be observed that while 
the Bonneville Act contains no lan- 
guage relating to headwater benefits, 
the Congress has, in the Federal Pow- 
er Act, recognized the equity of pay- 
ments for such benefits. In the in- 
stant case, the only question for con- 
sideration is whether the cost alloca- 
tions and rates shall be determined 
and established with a view to hav- 
ing gross revenues sufficient in 
amount to cover all annual costs, and 
in addition provide a margin, of say 
about $400,000 per year, which when 
deposited in the Treasury to the cred- 


it of miscellaneous receipts as required 
by the Act, will in effect constitute a 
payment to the United Sates for ben- 
efits from headwater improvements, 
present and future. 


What Share of the Joint Costs at the 
Bonneville Project May Navwi- 
gation Fairly Bear? 


107. Pursuant to a request of this 
Commission, the Chief of Engineers, 
War Department, caused a study to 
be made by the U. S. Engineer De- 
partment with a view to reaching a 
conclusion regarding the part of the 
Bonneville project cost which, in view 
of the superb improvement of the 
Bonneville-The Dalles stretch of 
river, could reasonably be charged 
to navigation. The views of the Chief 
of Engineers were desired for the in- 
formation of the Commission in con- 
nection with its determination of the 
share of joint costs at the Bonneville 


project which may fairly be borne by 
power, in comparison with the share 
that may fairly be borne by other pur- 
poses. Attention is invited to the 
Deputy Chief of Engineers’ letter of 
September 29, 1944," in which he 
reports the results of that Depart- 
ment’s studies, indicating that the 
present value of the direct benefits to 
navigation made possible by the Bon- 
neville project is $13,170,000. 

108. The Deputy Chief of Engi- 
neers calls attention, however, to in- 
direct, intangible, and contingent ben- 
efits expected to result from this high- 
class navigation improvement, such 
benefits not being subject to appraisal 
on a firm’ statistical basis. He states 
that the estimate of $13,170,000 makes 
no allowance for the possibility that 
ocean-going vessels may use the deep- 
water channel above the Bonneville 
dam in the future, and refers to the 
national defense value of this navi- 
gation facility. 

109. Taking into consideration ben- 
efits of the character referred to in 
paragraph 108 above, the Deputy 
Chief of Engineers informed the Com- 
mission of the view of the Office of the 
Chief of Engineers that an appropriate 
total allocation to navigation of Bon- 
neville project costs would be the sum 
of the cost of the navigation facilities 
and one-half of the cost of the joint 
facilities. 

110. The Corps of Engineers, U. 
S. Army, has been responsible for the 
planning, construction, operation, and 
maintenance of navigation facilities, 
and in general for improvement of the 
rivers of the United States for navi- 
gation, for more than a century. It 
is suggested that the views of that 





% Exhibit 6 herewith. [Omitted.] 
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agency regarding justifiable expendi- 
tures for navigation improvements 
should enlist the attention of any tri- 
bunal dealing with a problem of that 
character. Its views, as set forth in 
the Deputy Chief of Engineers’ letter, 
concerning the part of the Bonneville 
project costs that might reasonably be 
borne by navigation, are commended 
to the Commission for careful consid- 
eration in connection with its alloca- 
tion of a fair share of the joint costs 
to electric facilities. 


Potential Market for Secondary 
Energy Represented by a Class 
of Customers Who Cannot 
Afford to Take Service 
under Any Rate Sched- 
ule Now in Effect 


111. In the Bonneville service area 
there is a large potential market for 
secondary energy for the operation of 
electric boilers which might be in- 
stalled by the pulp and paper industry 
if the rates charged for such energy 
were sufficiently low to meet the com- 
petition of “hogged fuel” or wood 
wastes, now used in such plants as fuel 
for producing steam. This situation 
has been investigated by the Bonne- 
ville Power Administration, and some 
study has been given to it by the Com- 
mission’s staff. As yet the Adminis- 
trator has submitted no new rate 
schedule for consideration by the 
Commission, and it is not known 
what he will propose. It appears, 
however, that the kilowatt-hour rate 
will necessarily be low in comparison 
with the 2.5-mill “H-rate” charge (see 
paragraph 69), since otherwise the in- 
stallation of electric boilers and the 
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operation and maintenance of two 
complete sets of boilers would not be 
justified. 

112. Several pulp and paper plants 
are located along or reasonably near 
the high-tension lines of the Bonne- 
ville transmission system, and their 
potential energy requirements are 
large enough to absorb all of the sec- 
ondary energy available from the Bon- 
neville project; however, only such 
part of the nonfirm energy as would 
not be required by customers taking 
service under the existing H-rate 
would be available to this new class 
of customers. 


113. In evaluating the Bonneville 
power output, all available secondary 
energy classified as marketable, except 
80,000,000 kilowatt hours per year as- 
sumed to be taken by H-rate custom- 
ers, has been given a nominal value of 
one mill per kilowatt hour. It will 
probably command a higher price. 


Annual Financial Requirements 


114. The annual financial require- 
ments with respect to power facilities 
at the Bonneville project (including 
50 per cent of the joint costs) and the 
Bonneville transmission system, based 
upon completed facilities (that is, as- 
suming that all costs chargeable to 
generation and transmission have been 
incurred ), are considered in three cate- 
gories, namely, fixed charges, opera- 
tion and maintenance expenses, and 
interim replacements costs. The lat- 
ter item is in the nature of extraordi- 
nary maintenance, which, together 
with the usual maintenance, will keep 
all power facilities and joint facilities 
in first-class operating condition con- 
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tinuously during the 50-year amor- 
tization period.” 


Bonneville Project Electric Facilities 
115. Exhibit 7 shows, for power 
facilities at the Bonneville project, the 
estimated annual financial requirements 
in considerable detail, under the as- 
sumption that 50 per cent of the cost 
of joint facilities will be allocated to 
electric facilities. This assumption is, 
of course, merely for illustrative pur- 
poses, and the statement may be ad- 
justed readily in such manner as the 
Commission may desire to show com- 
parable results for other allocations of 
joint costs. Fishways, being a joint 
responsibility, have been classified 
along with facilities having joint value 
for navigation and power develop- 
ment. The annual financial require- 
ments, based upon a capital invest- 
ment of $38,340,261 for specific pow- 
er facilities, plus $20,368,047 as rep- 
resenting half the cost of joint fa- 
cilities (total—$58,708,308), may be 
stated in brief form as follows: 


Annual Financial Requirements Power and 
Joint Facilities at Bonneville Project 
Fixed Charges (interest 2.5%; 
amortization 1.02581%) 
Operation and Maintenance (spe- 
cific power facilities, $277,500; 
half of joint facilities, $122,- 
500) 


Interim Replacements®! (s 
cific power facilities, $311,393; 


half of joint facilities, $31,421) 342,814 


$2,812,757 

Annual financial requirements 

expressed as per cent of capital 

4.791 

Bonneville Transmission System 

116. At the request of the Chief 
Engineer, the Bonneville Power Ad- 
ministration, after estimating the cap- 
ital cost of the Bonneville transmis- 
sion system at $42,660,000, prepared 
an estimate of the annual financial re- 
quirements with respect thereto, 
which, as slightly modified to give 
effect to supplemental data supplied 
on March 12, 1945, by the BPA staff, 
is shown in brief form as follows:™ 

Annual Financial Requirements 

$42,660,000 Bonneville Transmission System 
Fixed Charges (interest 2.5%; 

amortization i.02581%) 
Operation and Maintenance 
Interim Replacements 


Annual financial requirements ex- 


pressed as per cent of capital cost 7.897 


117. As shown in the Transmis- 
sion section of this report, the Com- 
mission’s staff gave careful considera- 
tion to the BPA estimate of capital 
cost and concluded that it was moder- 
ately too high; and after mature con- 
sideration, it has been recommended 
that the Commission proceed under the 





#9 While it is possible, or perhaps probable, 
that Congress will enact legislation requiring 
that annual payments in lieu of state and 
local taxes be made on behalf of the Bonne- 
ville power system, and also that payments 
be made on account of headwater benefits, 
these elements of annual costs are not dealt 
with in the following statements because such 
payments are not now authorized or required. 
As indicated in paragraph 127 of this report, 
however, these items together might total 
about $750,000 per year. 

80 The operation and maintenance costs 
were estimated by the U. S. Engineer De- 
partment at the request of the Commission. 
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That Department built the Bonneville proj- 
ect and maintains and operates it (see Exhibit 
10 herewith. [Omitted]). 

$1 Exhibit 9 shows estimate of interim re- 
placements annuity in detail. The annual 
financial requirements for this purpose were 
determined by Senior Engineer aber S. 
Wing of the Commission’s staff, in collabora- 
tion with representatives of the Corps of En- 
gineers, Bonneville Power Administration, 
and Bureau of Reclamation. 

82 Exhibit 8 shows estimated annual finan- 
cial requirements for Bonneville transmission 
system. 
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assumption that the capital cost of the 
transmission lines and substations, 
and facilities and structures appurte- 
nant thereto required by § 2(b) of 
the Act, will be $40,000,000. About 
70 per cent of the cost of these facili- 
ties, collectively called the Bonneville 
transmission system, was incurred 
prior to July 1, 1944. The estimated 
financial requirements for the $40,- 
000,000 system, prepared in exactly 
the same manner as was the BPA es- 
timate, are shown below: 


Annual Financial Requirements 
$40,000,000 Bonneville Transmission System 
$1,410,324 

1,146,796 


Fixed Charges 
Operation and Maintenance 
Interim Replacements 


Annual financial requirements ex- 
pressed as per cent of capital cost 8.052 


Combined Annual Financial Require- 
ments 
118. Combining the annual finan- 
cial requirements of the Bonneville 
project and of the $40,000,000 Bonne- 
ville transmission system, the total is 
found to be as follows: 


Annual Financial Requirements 
Generation and Transmission 


Electric facilities at Bonneville 
project 


Bonneville transmission system .. 3,220,720 


$6,033,477 


Estimated ultimate capital cost .. 98,708,308 


Total annual financial require- 
ments expressed as per cent of 
capital cost 6.1124 


119. Thus it is seen that if the Fed- 
eral investment in facilities for the 
generation, transmission, and sale of 
Bonneville power had been $98,708,- 
308 as of July 1, 1944, the estimated 
average annual cost of the Bonneville 
power, delivered at the market (3,- 


532,848,000 kilowatt hours per year), 
during the 50-year amortization peri- 
od would be $6,033,477, or 1.708 
mills per kilowatt hour. 


Cost of Bonneville Energy at the 
Market and at the Plant Bus 


120. The actual situation as of July 
1, 1944, was, however, as follows: 
Of the anticipated ultimate capital cost 
of $98,708,000, only about $86,128,- 
000 had been expended ($57,803,000 
for specific power facilities and joint 
facilities at the Bonneville project; 
and approximately $28,325,000 for 
transmission facilities and related gen- 
eral facilities). Capital costs remain- 
ing to be incurred amount to about 
$12,580,000, of which $11,675,000 
is for transmission facilities and $905,- 
000% for Bonneville project electric 
facilities. It is assumed that the re- 
maining transmission costs will be in- 
curred during the five fiscal years end- 
ing June 30, 1949, according to the 
program shown in paragraph 50. 

121. Moreover, a calculation by the 
Commission’s staff, based upon rev- 
enue data supplied by the Bonneville 
Power Administration, and* expense 
data supplied by both the BPA and 
the U. S. Engineer Department, in- 
dicates that $4,528,000 of the afore- 
mentioned combined Federal invest- 
ment in Bonneville generation and 
transmission facilities was recovered 
by the United States prior to July 
1, 1944. 


122. In view of the fact that $12,- 
580,000 of the $98,708,000 estimat- 
ed total capital cost has not as yet 
been incurred, and hence that part of 
the investment will necessarily be made 





8 This figure is based upon the assumption 
that 50 per cent of the cost of joint-use fa- 


[19] 
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cilities at the Bonneville tessa will be al- 
located to electric facilities 
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some years subsequent to the focal 
date, July 1, 1944, and also of the 
fact that $4,528,000 of the govern- 
ment’s combined investment in elec- 
tric facilities for the generation, trans- 
mission, and sale of Bonneville power 
was recovered by the Treasury dur- 
ing the development and equipment- 
installation period ended June 30, 
1944, the aggregate annual costs will 
be less than the $6,033,477 shown in 
paragraph 119 above. Giving ap- 
propriate consideration to the time 
distribution of costs yet to be in- 
curred, and to the calculated recovery 
of $4,528,000 of the government’s 
investment prior to July 1, 1944, and 
using an interest rate of 2.5 per cent 
per annum, the Commission’s staff has 
made a calculation which indicates the 
proper value of the estimated average 
annual costs during the 50-year amor- 
tization period to be $5,781,000. 

123. The $5,781,000 shown at the 
end of paragraph 122 above is the 
estimated average annual cost at the 
market of Bonneville power deliveries 
to customers during the 50-year amor- 
tization period commenced July 1, 
1944, Estimated annual energy deliv- 
eries, as computed from the revenue- 
producing units shown in paragraph 
78, amount to 3,532,848,000 kilowatt 
hours, the indicated average cost of 
which, at the market, is 1.636 mills 
per kilowat hour. 

124. The corresponding estimated 
unit cost of the energy at the plant 
bus is 0.709 mill per kilowatt hour. 


Consideration of the Share of the Cost 
of Joint Facilities That Power 
May Fairly Bear 

125. It has been concluded that, un- 
der what seems to be a proper inter- 
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pretation of the Act, 50 per cent of the 
cost of joint facilities at the Bonneville 
project is the maximum permissible 
limit of the contemplated allocation 
of such costs to electric facilities. If 
it should be found that power can 
readily bear—and fairly bear—50 per 
cent of the joint costs, as compared 
with what navigation and other pur- 
poses may fairly bear, it would appear 
to be in order to make the maximum 
permissible allocation to “electric fa- 
cilities.” 

126. The question of what part of 
the Bonneville joint costs and of the 
total Bonneville project costs naviga- 
tion may fairly bear has been touched 
upon in paragraphs 107 to 110, above, 
and the Commission’s attention has 
been invited to the views of the Office 
of the Chief of Engineers, War De- 
partment, on this subject. That office 
has expressed the opinion that an al- 
location of 50 per cent of the joint 
costs to navigation would be appro- 
priate. 

127. On the basis of Bonneville 
rate schedules now in effect and of a 
50 per cent allocation of joint costs to 
electric facilities, and assuming the 
sale of 372,000 kilowatts of 90-per 
cent-load-factor firm power at $17.50 
per kilowatt year ; 80,000,000 kilowatt 
hours of secondary energy at 2.5 mills 
per kilowatt hour; and assigning a 
nominal value of one mill per kilowatt 
hour to the remaining 520,000,000 
kilowatt hours of secondary energy, it 
is found that the annual gross reve- 
nues would exceed the aggregate an- 
nual financial requirements, including 
provision for amortization of the cap- 
ital costs, by the margin of $1,449,- 
000 per year. It is anticipated, how- 
ever, that in addition to Bonneville’s 
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present and future obligations to con- 
tribute to the economic justification 
of headwater improvements beneficial 
to the Bonneville project, the Con- 
gress, in establishing a permanent ad- 
ministration, will provide for annual 
payments in lieu of state and local 
taxes; and if such payments should be 
on the same basis as those made by 
the Tennessee Valley Authority under 
the act of Congress establishing that 
agency, this item and the headwater 
improvements obligation might to- 
gether amount to about $750,000 per 
year. Thus, the indicated excess of 


annual revenue over annual costs 
would be reduced to about $700,000; 
and there would be no assurance that 
the margin would be this large, as that 
would depend principally upon the 
degree of success the management 


might have in disposing of secondary 
energy. 

128. The rates at which Bonneville 
power shall be sold will be based upon 
the Commission’s allocation of costs, 
and if the Commission should allocate 
to “electric facilities’ 50 per cent of 
the joint-facilities costs at the Bonne- 
ville project it appears that, in view of 
the present and prospective financial 
obligations of the Bonneville power 
system, the rates now in effect could 
not be substantially lowered. It is 
desirable and necessary that the an- 
nual revenue exceed the annual costs 
by a reasonable margin. 

129. It is concluded that power may 
fairly bear the maximum permissible 
share of the Bonneville project joint 
costs; that is, 50 per cent of such 
costs. 
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Unemployment Relief 


130. As stated in paragraph 12, the 
commencing of construction of the 
Bonneville project was occasioned by 
the government’s effort to provide 
work for unemployed people during a 
périod of extreme business depression 
and widespread unemployment. Be- 
lieving that the necessity for comply- 
ing with the provisions of the Na- 
tional Industrial Recovery Act and 
the numerous rules and regulations 
thereunder resulted in some increase 
in the cost of the project, the Chief 
Engineer caused a study to be made 
of this matter in 1937. Notes pre- 
pared at that time have been reviewed 
recently, and a memorandum on the 
subject prepared in this office. 

131. The officers and civilian engi- 
neers of the U. S. Engineer Depart- 
ment feel that the use of relief labor 
on the Bonneville project did not ap- 
preciably affect the costs, and express 
the opinion that even if the costs were 
increased, it would not be possible 
to determine the amount of the in- 
crease. 

132. As a result of the study by 
the Commission’s staff, however, it 
was concluded that conduct of the 
work for the relief of unemployment 
during the first three or four years of 
the construction period may possibly 
have increased the costs by as much 
as $3,000,000. However, it does not 
appear that any allocation to, or write- 
off on account of, unemployment re- 
lief would be desirable or justified, in- 
asmuch as it would be difficult to sub- 
stantiate any position that might be 
taken with respect to this matter. 
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Wartime Program for Expediting 
Installation of Bonneville Gen- 
erating Equipment 

133. In December, 1941, immediate- 
ly after the attack on Pearl Harbor, 
an expedited final-stage construction 
program was adopted by the War De- 
partment with a view to the installa- 
tion of all remaining generating units 
in the Bonneville power plant as 
rapidly as possible. This action was 
taken as a wartime national defense 
measure. 

134. Recognizing that this expedited 
program necessarily resulted in some 
increase in the cost of the Bonneville 
project, the Chief Engineer requested 
the U. S. Engineer Department to 
prepare an estimate of the amount of 
such increase. The estimate, pre- 
pared by the U. S. Engineer Office at 
Portland, Oregon, indicates an in- 
crease in cost of $2,715,720" rea- 
sonably attributable to the rush pro- 
gram. It would hardly be appropri- 
ate, however, to write off any part of 
the Bonneville project costs on this 
account, because the power load avail- 
able to Bonneville due to the war in- 
creased as rapidly as generating facili- 
ties could be installed to serve it, with 
a resulting increase in revenue which 
much more than counterbalanced the 
aforementioned increase in project 
costs. 

135. It may be of interest to the 
Commission to note from Exhibit 12 
herewith that during the four fiscal 
years ended June 30, 1944, the Bon- 
neville project generated 8,991,878,- 
000 kilowatt hours as compared with 
9,317,182,000 kilowatt hours generat- 
ed at Grand Coulee, or 49.11 per cent 





% Exhibit 11 herewith. [Omitted.] 
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of the total. Grand Coulee com- 


menced operation in March 1941. 


Recommendations 


136. Upon the assumption that in 
order to complete construction of all 
Bonneville electric facilities, and al- 
so the joint-use facilities at the Bonne- 
ville project, it will be necessary to 
incur additional capital costs as fol- 
lows: For facilities at the Bonneville 
project having value solely for power 
purposes, $658,613 in addition to 
the $37,681,648 incurred therefor 
prior to July 1, 1944; for facilities at 
said project having joint value for 
the production of electric energy and 
other purposes, $492,368 in addition 
to the $40,243,726 incurred therefor 
prior to July 1, 1944; and for trans- 
mission lines and substations, and fa- 
cilities and structures appurtenant 
thereto required by § 2(b) of the 
Act, $11,675,000 in addition to the 
$28,325,000 (approximately) _ in- 
curred therefor prior to July 1, 1944; 

It is recommended that: 

(a) The Commission immediately 
allocate to electric facilities the follow- 
ing costs: The $37,681,648 expend- 
ed prior to July 1, 1944, for facilities 
at the Bonneville project having value 
solely for power purposes ; the sum of 
$20,121,800 of the $40,243,726 ex- 
pended prior to July 1, 1944, for facil- 
ities at the Bonneville project having 
joint value for production of electric 
energy and other purposes; and the 
$28,324,922 expended prior to July 1, 
1944, for transmission lines and sub- 
stations, and facilities and structures 
appurtenant thereto, pursuant to the 
provisions of § 2(b) of the Act; mak- 
ing a total immediate allocation of 
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costs to electric facilities in the amount 
of $86,128,370. 

(b) The allocation of costs to elec- 
tric facilities recommended in para- 
graph (a) above ($86,128,370), and 
each of the three component parts 
thereof, be made subject to future re- 
vision and readjustment by the Com- 
mission in order that the Commission 
may duly consider and make appro- 
priate disposition of such capital costs 
as may be reported to it by the Corps 
of Engineers and the Bonneville Pow- 
er Administration in addition to the 
costs already reported by those agen- 
cies. 


SMITH, Commissioner, dissenting : 
The problem here—a difficult one call- 
ing for careful factual analysis and 
the exercise of sound and balanced 
judgment—is that of determining 
what portion of the cost of the joint 
power-navigation facilities at the Bon- 
neville Dam Project can fairly be 
borne by electric power production 
and, by necessary implication, how 
much should be allocated to the im- 
provement of navigation, admittedly 
the only other purpose or function of 
the project. 

The total investment in such joint 
facilities—consisting chiefly of the 
dam, reservoir, and fishways—is $40,- 
243,726.84 as of July 1, 1944. Based 
upon the Report of the Commission’s 
Chief Engineer,’ referred to in the 
Findings and Determinations, the ma- 
jority determines that only $20,121,- 
800 (or about 50 per cent) of this 
investment should be allocated to pow- 
tr. The result is the determination 
of an aggregate cost for power facili- 
ties (including transmission) of $86,- 
128,370.33, with the balance of the 
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total project cost, or $25,905,982, re- 
maining for assignment to some other 
purpose. 

I can accept neither this conclusion 
nor the manner whereby it is reached. 
In my judgment not less than $34,- 
000,000 (or approximately 85 per 
cent) of the cost of the joint power- 
navigation facilities should be allocat- 
ed as the amount which electric power 
production may fairly and should 
properly bear. On this basis, as of 
July 1, 1944, the total investment to 
be charged to power and to be amor- 
tized under the Act from Bonneville 
power revenues would become about 
$100,000,000,* with the remainder of 
the total cost of the project—amount- 
ing to nearly $12,000,000—being the 
maximum properly assignable to navi- 
gation. 


Basis of Commission’s Allocation 


The Report upon which the Com- 
mission’s determination is based dis- 
cusses, and rejects, all formulae for 
allocating joint-facility costs which 
have heretofore been used in dealing 
with such multipurpose projects. 
Some of the criticisms leveled at these 
familiar yardsticks and their applica- 





1 Hereinafter referred to as “the Report.” 
® Consisting of: 
$34,207,167.81—allocated to power as 
85% of the joint 
power-navigation in- 
vestment in the Bonne- 
ville Dam Project. 
37,681,648.33—for direct power fa- 
cilities at Bonneville.* 
28,324,922.00—assigned for a portion 
of the  Bonneville- 
Grand Coulee trans- 
mission system.* 


Total $100,213,738.14 


* See the determination of the Commission 
as set forth in paragraph B of the Determi- 
nations herein. 
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tion have validity. Yet, if one is per- 
suaded to reject them all and to look 
for the controlling principle adopted 
for the instant purpose, he will be dis- 
appointed. He is advised, simply, 
that the result follows from the ap- 
plication of “informed judgment” to 
a situation in which the production of 
electric power is viewed as a mere 
“by-product,” “incidental” to the con- 
struction and operation of the project 
as a whole. 

Admittedly, informed judgment is 
indispensable to any allocation such as 
that here involved. It is submitted, 
however, that such judgment, to be 
useful, must be soundly exercised in 
an orderly and comprehensible mar- 
shalling of all the facts and relevant 
considerations. But the term should 
not be invoked in an effort either to 


support an indefensible conclusion or 
to excuse a failure to explain clearly 
and justify logically the methods by 
which it is reached. 


Power As an Incidental By-product 


Astonishing though it may be to 
those who are familiar with the rea- 
sons for the construction of the Bonne- 
ville Project, the estimates of benefits 
submitted when it was under consid- 
eration by the Congress, and the re- 
sults of its operations to date, the Re- 
port adopts the view that electric pow- 
er production at Bonneville is a pure- 
ly incidental by-product. This, in 
turn, becomes the principal bulwark 
for the assumption that no more than 
50 per cent of the joint-facility invest- 
ment can properly be assigned to pow- 
er. 


Thus, the view is taken that, since 
power is by hypothesis an incidental 
by-product, “permissible Hmits” are 
set within which the allocation to 
power production must be made. 
These limits are said to range from 
zero to 50 per cent. Just how the 
ultimate conclusion is reached that the 
actual allocation should coincide with 
the “maximum permissible” is never 
made clear. Nor is any consideration 
given in the Report to an allocation to 
power of anything less than 50 per cent 
of the joint facility costs. It is hard 
to see, therefore, how any real signifi- 
cance can be attached to this permis- 
sible-limit zone within which “in- 
formed judgment” can be exercised 
by the Commission under _ this 
theory. 

The assumption that these permis- 
sible limits extend from nothing to 
50 per cent stems from the strained 
and unwarranted construction which, 
in my opinion, has been placed upon 
the language of the statute. Con- 
gress, to be sure, at several places in 
the Act® has referred to the improve- 
ment of navigation as the first purpose 
of the project and to the production 
and sale of electric energy in excess of 
operating requirements as “an incident 
to and a by-product of its construc- 
tion.” It seems to me plain, however, 
that in describing navigation as a “pri- 
mary” purpose the Congress was not 
undertaking to establish a standard for 
cost allocation ; it was simply following 
the familiar pattern dictated by consid- 
erations of constitutionality, a pattern 
which had been invoked in many oth- 
er instances including even the Bould- 





8 Bonneville Act, Public No. 329, 75th Con- 
gress, notably in the declaration of purpose 
in § 1 and in relation to rate schedules and 
cost allocations in § 7. It is interesting to 
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note, however, that 9 of the 13 sections of the 
Act are concerned specifically, and for the 
most predominantly, with power produc- 
tion, distribution, and sale. 
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der Canyon Project Act,* 43 USCA 
§§ 617-617t. 

That this is more than mere con- 
jecture is amply evidenced by the 
statement made by Senator Norris 
during the hearings on the Bonneville 
Project in 1936. He made the point 
perfectly clear when he referred to 
navigation as the “constitutional peg” 
and “the excuse in the legal 
sense for the legislation. Ns 
Likewise the comprehensive surveys 
made by the U. S. Army Engineers 
at the request of the Congress before 
construction was started at Bonne- 
ville, emphasized repeatedly the fact 
that power development was actually 
the predominant reason for improving 
the Columbia river above  tide- 
water.® 

From the foregoing it seems to me 
abundantly clear that Congress rec- 
ognized that power is really the prin- 
cipal function served by the Bonne- 


ville Project. It also seems plain that 
the Congress—rather than settling 
this question of allocation by direct 
legislative fiat, which would have been 
a simple matter—chose to assign the 
task for impartial determination by 
this Commission as its agent. I do not 
believe that Congress intended to do 
a purposeless thing in referring this 
problem to us, as would have been 
the case had it intended to decide the 
issue in advance by means of the lan- 
guage referred to, thus leaving this 
Commission with no function to per- 
form except that of translating some 
adjectives into percentages and dol- 
lars. I cannot accept, therefore, the 
tenuous “permissible limits’ doctrine 


espoused in the Report as a basis for 
the view that no more than 50 per cent 
of the joint-facility costs may prop- 
erly be allocated to the “incidental” or 


“by-product” production of electric 


power.” 





*Public No. 642, 70th Congress. 45 Stat 
1057. Section 6 of this Act states: “That 
the dam and reservoir provided for by § 1 
hereof shall be used: First, for river regu- 
lation, improvement of navigation, and flood 
control; second, for irrigation and domestic 
uses . . . 3 and third, for power.” Yet it 
can hardly be contended, in any realistic 
sense, that the improvement of navigation was 
or is regarded as of primary significance, pur- 
pose, or consequence in the case of this proj- 
ect. 

Likewise the legislation relating to the 
Grand Coulee Project (Public No. 409, 74th 
Congress) gives primary emphasis, in the tra- 
ditional manner of such legislation, to navi- 
gation and flood control as the primary pur- 
poses of the project. This legislative lan- 
guage, however, has not led the Department 
of the Interior to write off to these functions 
more than a nominal amount ($1,000,000 or 
08 per cent) of the joint-facility investment 
at Grand Coulee. Of the total cost of nearly 
$500,000,000 at Grand Coulee, it is estimated 
that power will pay out 72 per cent, although 
it is stated that only about one-fourth of the 
total cost is allocable to power, while the 
joint facility costs are allocated approximately 
6 per cent to power and 44 per cent to irri- 
gation. U. S. Department of the Interior, 
Joint Report on Allocation and Repayment of 
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the Costs of the Columbia Basin Project, by 
the Bureau of Reclamation and Bonneville 
Power Administration, approved by the Sec- 
retary of the Interior on January 31, 1945, 
Parts II and III. 

5 Hearings before Subcommittee of Senate 
Committee on Agriculture and Forestry, 
Navigation and Flood Control on the Colum- 
bia River and its Tributaries, 74th Congress, 
2d. Sess. Bigs’! pp. 33-34. 

€H. Doc. 103, 73rd Congress, Ist Sess. 
(1933), 1845 pages. 
82, 1736 and 1746. 

To emphasize the word “may,” and thus 
to suggest that the function to be performed 
by the Commission is a purely discretionary 
one (Report, p. 27), seems to me mere soph- 
istry. The problem is that of determining 
the fair share of the cost which is attributable 
to power production and this issue is not to 
be avoided by a play on words. Furthermore, 
this construction will not square with the view 
that the Commission’s exercise of judgment 
is closely circumscribed by the so-called per- 
missible limits—to which the Report repeat- 
edly refers—but of which only the “maxi- 
mum” has any real significance. Not even 
in the Report, in other words, was it sug- 
gested that anything less than 50 per cent of 
the joint-facility costs may fairly be assigned 
to power (Report, p. 58). 


See especially pp. 3, 20, 
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Purposes of Allocation 


As I see it, the function of the Com- 
mission in arriving at this determina- 
tion under the Bonneville Act had 
been stated clearly by the Congress 
in the following language: 

“. . Rate schedules shall be 
based upon an allocation of costs made 
by the Federal Power Commission. 
In computing the cost of electric ener- 
gy developed from water power creat- 
ed as an incident to and a by-product 
of the construction of the Bonneville 
project, the Federal Power Commis- 
sion may allocate to the costs of elec- 
tric facilities such a share of the cost 
of facilities having joint value for the 
production of electric energy and oth- 
er purposes as the power development 
may fairly bear as compared with such 
other purposes.”* 

These rate schedules are to 
“ . . . be drawn having regard to 
the recovery (upon the basis of the 
application of such rate schedules to 
the capacity of the electric facilities of 
Bonneville project) of the cost of 
producing and transmitting such elec- 
tric energy, including the amortiza- 
tion of the capital investment over a 
reasonable period of years. Na 

It is of course true, as the major- 
ity has pointed out, that other sections 
of the Act contain rate-making direc- 
tives to the Bonneville Power Admin- 
istrator which may, in some respects 
and to some extent, conflict with the 
language quoted above. Thus, § 6 
speaks of rates to encourage “the 
widest possible use of electricity,” 
which by itself might imply the lowest 
rates conceivable regardless of the 


recovery of mvestment. Similar lan- 
guage appears also in § 2(b), which 
refers to the provision by the Admin- 
istrator of facilities in the operation 
of the project. Such phrases, how- 
ever, and the conflicts of purpose— 
real or apparent—arising therefrom 
are, like the references to power as 
an incidental by-product, not uncom- 
mon in the statutes providing for the 
construction and operation of Federal 
power projects.” 

Taking the Act as a whole, it cannot 
be doubted that the Congress intend- 
ed the rates to be so constructed as to 
encourage the widest possible use of 
electricity consistent with the opera- 
tion of the power project on a self- 
liquidating basis. As far as this Com- 
mission is concerned, the purpose of 
Congress seems clear and unmistak- 
able. Evidently Congress intended 
the Commission, as its own disinter- 
ested agency, to so perform the func- 
tions entrusted to it as to insure, not 
the buttressing of any particular 
schedule of rates, but, in so far as 
practicable, the amortization of the 
full cost properly to be imputed to the 
investment in power production. 
Otherwise the inclusion in the Act of 
the provisions calling for the Com- 
mission’s confirmation and approval 
of rate schedules designed to recover 
all power costs—including the amor- 
tization of the entire investment in 
power facilities, both direct and joint 
—would have been mere surplusage 
without point or purpose. 

This necessary relationship of the 
problem of allocation to that of rate 
making is recognized throughout the 





_ ® Public No. 329, 75th Congress, § 7. Ital- 

ics supplied. 
9 Toad. 
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10 See, for example, the identical provisions 
of the Fort Peck Act (Public No. 529, 75th 
Congress), §§ 2(b), 5, and 6. 
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Report. Indeed, the necessity and de- 
sirability of creating a situation under 
which annual revenues shall exceed 
annual costs by a reasonable margin is 
emphasized. This emphasis upon ex- 
isting rates and the evident desire to 
keep the amortizable power invest- 
ment at a minimum raises questions 
as to the basis and adequacy of the 
whole analysis. Since the purpose of 
the allocation is to provide a basis for 
the rates to be charged, it would man- 
ifestly be putting the cart before the 
horse if the allocation were to be 
found on some preconception as to 
desired rates. In my opinion, the 
Commission’s instant determination 
—based upon the Report’s confused 
approach to the problem of allocating 
joint-facility costs—comes perilously 
close to an abdication of the function 
which the Congress intended us to 
perform. 


Other Weaknesses of the Report 
and Findings 


As stated above, the Report dis- 
cusses various possible methods of al- 
locating the investment in joint pow- 
er-navigation facilities, but rejects 
them in favor of an “informed judg- 
ment in the first instance,” subject, 
however, to the supposed “permissible 
limits” implied from certain language 
in the Act." This leads, among oth- 


er things, to the conclusion that pow- 
er can “fairly’—or “readily’—bear 
no more than 50 per cent of the joint 
facility cost, although it is pointed 
out elsewhere that power has carried, 
is now carrying, and presumably could 
continue to bear—under rates which, 
according to the Bonneville Power 
Administration, are the lowest in 


the country—100 per cent of the 
cost of the joint facilities of the 
project.” 


Excessive Allocation to Navigation 

Implied 

This treatment involves a number 
of other inconsistencies, some of which 
are too serious to be overlooked. For 
example, although both the Report 
and the findings and determinations 
carefully avoid any explicit allocation 
to navigation and any determination 
of the total investment attributable to 
its improvement—such allocation and 
determination by this Commission not 
being necessary under the statute— 
nevertheless, in view of the nature of 
the project, the conclusion is inescap- 
able that the balance of the total proj- 
ect cost ($25,905,982 as of July 1, 
1944, or about $27,000,000 including 
costs to completion) is necessarily im- 
puted by implication to navigation. 
There is no other project function to 
which these remaining costs can be as- 





11 Report, pp. 38-39; 56. See also note 7, 
supra. 

2See Report, p. 42 and pp. 56-58. Com- 
pare also the sretiiden in a Report on the 
Columbia Basin (Grand Coulee) Project ap- 
proved by the Secretary of the Interior that 
“the presently effective rates of the Bonne- 
ville Power Administration are anticipated to 
produce revenues sufficient not only to meet 
the legal requirements , but also to 
provide revenues ee return the 
power investment with jnterest and in addi- 
tion thereto to repay all irrigation and other 
reimbursable costs of the project which can- 
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not be repaid otherwise.” U.S. Department 
of the Interior, Joint Report on Allocation 
and Repayment of the Costs of the Columbia 
Basin Project, by the Bureau of Reclamation 
and Bonneville Power Administration, as ap- 
proved by the Secretary of the Interior on 
January 31, 1945, pp. 49-53. In other words, 
revenues from Grand Coulee power are ex- 
pected to cover, under present Bonneville 
rates, all the direct and allocated joint costs 
for Grand Coulee power and, in addition, the 
joint costs allocated to irrigati as well as 
a large part of the direct irrigation costs. 
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signed; obviously they cannot be left 
dangling in mid air. 

The Report—in rejecting™ the so- 
called alternative-justifiable-expendi- 
ture theory, which has been avowedly 
used by the Tennessee Valley Author- 
ity and by the Department of the In- 
terior for allocating costs at the Grand 
Coulee Project—points to the esti- 
mated cost (furnished by the U. S. 
Army Engineers) of $37,444,000 for 
a comparable single-purpose naviga- 
tion project and discards the figure 
“as too high to be of any value for 
that purpose; that is, the $37,444,000 
would not be a justifiable expendi- 
ture.”"** Apparently no one has con- 
tended that navigation could bear any 
such burden of investment. 

Elsewhere the Report refers to the 
estimate furnished in September, 1944 
(also by the U. S. Army Engineers), 
“indicating that the present value of 
the direct benefits to navigation made 
possible by the Bonneville Project is 
$13,170,000.""* The Reports points 
out—as will readily be conceded—that 
such estimates are not “subject to 
appraisal on a firm statistical basis.” 
It then alludes to certain “indirect, in- 
tangible, and contingent benefits’ ex- 
pected to result from this high-class 
navigation improvement,” to which 


the Deputy Chief of Engineers re- 
ferred in informing the Commission 
that “an appropriate total allocation 
to navigation of Bonneville project 
costs would be the sum of the cost of 
the navigation facilities and one-half 
of the cost of the joint facilities.” 


This latter conclusion is accepted 
uncritically in the Report as an au- 
thoritative statement of “the part of 
the Bonneville project costs that 
might reasonably be borne by naviga- 
tion,” and it is referred to in. the 
Findings of the Commission, presum- 
ably with approval. But there is, to 


my mind, no satisfactory explanation 
of the wide discrepancy in the U. S. 
Army Engineers’ two estimates—that 
of $13,170,000 as the measure of di- 
rect navigation benefits and that of 
50 per cent of the joint-facility costs 
(or a total determination of about 


$27,000,000 on the basis of costs to 
completion) as the appropriate al- 
location to navigation benefits. I can- 
not accept the several intangible and 
highly conjectural benefits mentioned 
in an effort to justify the virtual 
doubling of the share charged to the 
improvement of navigation, particu- 
larly when the result is, as here, to 
produce a cost for deep-water naviga- 
tion of nearly $520,000 per mile.” 





18 For navigation purposes, although the es- 
timate of $69,383,000 for a single-purpose 
power project is apparently accepted without 
question (Report, pp. 37-38). Certain short- 
comings of this figure are, however, discussed 
below. 

14 Report, p. 38. 

15 Ibid, p. 48. 

Including possible future use of the 
Bonneville pool by ocean-going vessels, na- 
tional defense value, recreational boating, and 
certain intangibles such as economic stabili- 
zation and enhanced land and other values in 
the area, which can scarcely be called navi- 
gation benefits, as such. Furthermore, there 
is reference to the fact that the estimated traf- 
fic of 2,000,000 tons annually is based on the 
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assumption of additional improvements above 
Bonneville. If the benefits of such improve- 
ments are to be included, fairness would seem 
to dictate that the additional costs of such ex- 
pected upstream improvements should likewise 
be taken into account. So far as appears, 
however, this has not been done. 

17 [bid, p. 48 and Exhibit 6. 

18 Page 49. 

19 $25,905,982 on the basis of expenditures 
to July 1, 1944. With anticipated expendi- 
tures to completion of $750,459.94 for direct 
navigation facilities and a 50 per cent allo- 
cation of joint-facility costs, amounting to 
$492,369.62 ( a p. 12), the total becomes 


may ,000,000. 4 
20 For the approximately 50 miles involved. 
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The U. S. Army Engineers esti- 
mate that 3,300,000 tons of traffic 
annually will move through the Bon- 
neville pool at the end of fifty years, 
thus deriving an average river traffic 
for the 50-year period of 2,000,000 
tons in support of the conclusion that 
capitalized direct navigation benefits 
could be as much as $13,170,000. It 
is further stated that “the traffic pre- 
diction conforms with the 
suggestion that future traffic 
may be three times [sic] as great as 
that now using the waterway.”* 
When the “appropriate allocation of 
costs to navigation” is doubled,™ 
through consideration of “indirect and 
contingent benefits,” the discussion 
makes it clear that this tonnage esti- 
mate depends, in turn, upon still fur- 
ther up-stream navigation improve- 
ments—the necessary costs of which, 


however, appear to be in no way taken 


into account. In this same connection 
general reference is made to “national 
defense value,” as well as to “the con- 
tribution of public works construction 
to economic stabilization and growth 
and the effect of waterways in enhanc- 
ing the values of land and other cap- 
ital goods in the areas served.” 
Whatever may be the justification for 
introducing such indirect considera- 
tions as separate elements, centainly in 
allocating costs we cannot properly 
take cognizance ‘of them in respect to 


navigation while ignoring them in re- 
lation to power. 

Would it be suggested that navi- 
gation—but not power—strengthens 
the national defense, contributes to 
economic stabilization, and enhances 
community wealth? This one-sided 
approach obviously results in an ex- 
aggerated allocation of costs to the 
navigation function. Yet the result is 
accepted as “authoritative” by the 
Report, and thus becomes a basic 
factor in the Commission’s allocation. 


Added Costs for Unemployment Re- 

lief and Defense 

Other matters dealt with in the Re- 
port and Findings indicate a similar 
apparent straining to justify a mini- 
mum allocation of investment to pow- 
er production. Thus, in discussing 
the effect of the unemployment relief 
program in adding to the cost of con- 
structing the project, the Report states 
that this “may possibly have increased 
the costs by as much as $3,000,000,” 
but concludes that no write-off on this 
account “would be desirable or justi- 
fied. ’* ~Nevertheless, this 
item is referred to specifically by the 
Commission in Finding 7, together 
with an estimate of $2,715,000 for in- 
creased cost due to the expedited in- 
stallation of generating facilities for 
war use, although the Report con- 
cludes that “it would hardly be ap- 
propriate to write off any 





It might be interesting to speculate whether 
an attempt would be made to justify directly 
such an expenditure of public funds for navi- 
gation improvement or to support such a lib- 
eral estimate of navigation benefits as 
$27,000,000, if it were necessary—as it is here 
in the case of power—to provide for the 
amortization of the total allocated investment 
—- payments from the users of the fa- 
cilities. 

21 The 3,300,000 tons would be about free 
times the average annual traffic of 633,339 


299 


tons for the 5-year period ended June 30, 1943. 
This estimate assumes “the completion of im- 
provements on the Columbia and Snake rivers 
to Lewiston, Idaho.” Report, Exhibit 6, pp. 


-2. 

22 The total figure of $24,904,000 used by 
the U. S. Army Engineers becomes approxi- 
mately $27,000,000 if costs to completion are 
included. See note 19, supra, 

#3 Report, Exhibit 6, p. 2. 

® Report, p. 59. 


59 PUR(NS) 





FEDERAL POWER COMMISSION 


part of the Bonneville project costs on 
this account.”** 

Just what purpose is intended to be 
served by the inclusion of Finding 7 
is not clear. So far as appears, nei- 
ther of these amounts has in any way 
affected, or been reflected in, the Com- 
mission’s allocation. More serious, 
however, are the inconsistencies in- 
volved in the treatment of the rela- 
tionship of the proposed allocation to 
the rates for Bonneville power. 


Relation to Power Rates 

Just what implications are intended 
to be drawn regarding existing and 
future Bonneville rates is not clear 
from the Report read as a whole. At 


one point, considering “the Bonneville 
rate level,” the Report takes the posi- 
tion that power has been, and is, car- 
rying 100 per cent of the joint-facility 


costs; on this basis revenues exceeded 
corresponding aggregate expenses by 
$913,000 through June 30, 1944, and 
similarly profitable operations contin- 
ued through March 31, 1945. 
“Hence, it may be assumed,” the Re- 
port continues, “that the established 
Bonneville rates will either remain un- 
changed or be lowered.”"** A few 
pages later, however, when “the pres- 
ent and prospective financial obliga- 
tions of the Bonneville power system” 
are being discussed in relation to “the 
share of the cost of joint facilities that 


power may fairly bear,” it is stated 
that “the rates now in effect could not 
be substantially lowered,” even under 
the 50-50 allocation advocated in the 
Report and adopted by the Commis- 
sion.” 

To reach this apparently inconsist- 
ent conclusion it became necessary to 
introduce certain adjustments for 
costs not yet incurred and to make 
certain deductions from what might 
otherwise have appeared as an em- 
barrassingly large annual profit mar- 
gin of $1,449,000.% These deduc- 
tions, amounting to a rounded figure 
of $750,000 per year, are supposed to 
cover headwater benefits, both present 
and future, and hypothetical payments 
in lieu of state and local taxes. Thus 
the margin of annual profit is reduced 
to about $700,000. This margin, 
however, is then still further mini- 
mized by an expression of some doubt 
whether the full amount of the esti- 
mated revenues from the sale of sec- 
ondary energy will be realized.” 
Such secondary energy had been in- 
cluded in the estimate of gross power 
revenue at $520,000, based on “a 
nominal value of one mill per kilowatt 
hour,” although it was also stated that 
“it will probably command a higher 
price.” 

In thus seeking to relate the pro- 
posed 50-50 allocation of joint-facility 
costs to the existing rates for Bonne- 





25“ . because the power load availa- 
able to "Bonneville due to the war increased 
as rapidly as generating facilities could be 
installed to serve it, with a resulting increase 
in revenue which much more than counter- 
balanced the aforementioned increase in proj- 
ect costs.” Report, p. 60. 

%6 Report, p. 42. 

27 Report, pp. 56 and 58. 

28 Report, p. 57. 

29 Report pp. 57-58. This is the more dif- 
ficult to understand in view of the statement 
earlier in the Report (p. 50) that “several 
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pulp and paper plants are located along or 
reasonably near the high-tension lines of the 
Bonneville transmission system and their po- 
tential energy requirements are large enough 
to absorb all of the secondary energy availa- 
ble from the Bonneville project.” 

30 Report, p. 50. The one mill value is 
then assigned to “ . . . all available sec- 
ondary energy classified as marketable, ex-. 
cept 80,000,000 kilowatt hours per year as- 
sumed to be taken by H-rate customers 
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ville power—and thus in effect to sup- 
port each by reference to the other— 
the Report properly takes as its start- 
ing point the entire project invest- 
ment to completion as allocated to 
power production." The joint costs 
of operation and maintenance are as- 
signed according to the same ratio as 
that used in allocating the joint pow- 
er-navigation facilities. On this basis 
the annual cost of power production, 
including full amortization of the im- 
puted power investment over a 50- 
year period, is calculated as $5,781,- 
000. Deducting this figure from the 
estimated gross power revenues of 
$7,230,000 yields the margin of op- 
erating profit of $1,447,000, which is 
referred to in the preceding para- 
graph and which is then reduced by 
the above-mentioned deductions. 


Deductions for Headwater Benefits 
and Tax Equivalents 


These deductions, amounting to 
$750,000 in round numbers, are of 
such nature as to require some fur- 


ther brief comment. The first of these 
added hypothetical costs is the allow- 
ance for supposed headwater benefits, 
which are included here in the amount 
of about $400,000. In support of 
this allowance it is pointed out that 
the Bonneville prime power now ben- 
efits from the regulated flow of the 
Columbia river resulting from the op- 


eration of the Grand Coulee reservoir, 
with its usable storage of 5,200,000 
acre-feet. It is recognized that the 
Secretary of the Interior has already 
made an allocation of these benefits 
and has provided for the payment by 
Bonneville to Grand Coulee of $187,- 
570 annually on this account.™ 

The Report anticipates that addi- 
tional storage will be provided above 
Bonneville at public expense, athough 
where, in what amount, at what cost, 
and with what benefit to Bonneville 
operations is not indicated. It is rec- 
ognized that, if such additional stor- 
age were to exceed 15,000,000 acre 
feet, radical changes in the Bonneville 
installation—presumably at some cost 
—would be required. It is concluded 
that “the Commission would not be 
justified, however, in giving consider- 
ation at this time to the possibility of 
such a change being made in the dis- 
tant future.” 

Evidently, therefore, the additional 
$213,430 of headwater benefit charges 
must have to do with the future pro- 
vision of some unidentified storage of 
less than 15,000,000 acre-feet. I can 
see no more logic in crossing this 
bridge before it is reached than in 
anticipating the possible future re- 
development of the Bonneville Project 
to utilize additional storage in excess 
of that figure. However, if any such 
additional charges for future head- 





81A total, exclusive of transmission, of 
$58,708,308, with $38,340,261 for specific power 
facilities and $20,368,047 as half of the cost 
of joint power-navigation facilities. (Report, 
p. 51.) Adding $40,000,000 of allocated 
Bonneville-Grand Coulee transmission costs 
(Report, p. 53), the total becomes $98,708,308. 
The Commission’s present determination of 
$86,128,370.33, however, is limited to the costs 
incurred prior to July 1, 1944, which makes 
for some difference of — and possible 
confusion at this point. hether the small 


remaining joint power-navigation costs 
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amounting to $492,368.62 (Report, p. 12), 
were to be split 50-50 or in some other pro- 
portion would make little difference in the end 
result. 

82 Report, p. 47. 

83 Report, p. 45, citing U. S. Department of 
Interior, Joint Report on Allocation and Re- 
payment of Costs of the Columbia Basin Proj- 
ect, by the Bureau of Reclamation and Bonne- 
ville Power Administration, approved by the 
Secretary of the Interior on January 31, 1945. 


Page 47. 
#4 Report, p. 43. 
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water benefits are to be allowed for 
at this time, surely it is essential that 
their value to the Bonneville opera- 
tions likewise be appraised. And, if 
any such additional costs are to be 
taken into account, corresponding 
credits should be given in the power 
revenue estimates for any additional 
revenues resulting from increased sales 
of firm or other power made possible 
by such headwater improvements. 
Why the Report recognizes additional 
costs of this character and yet ignores 
potential increments of revenue at- 
tributable thereto is not explained. 

Hypothetical payments in lieu of 
state and local taxes are likewise in- 
cluded in the deductions in the amount 
of $361,000 annually, although the 
Bonneville Act—unlike the Tennes- 
see Valley Authority Act—makes no 
provision for any such payments. This 
is done on the theory that “the Con- 
gress, in establishing a permanent ad- 
ministration, will provide for [such] 
annual payments. aa 

A strong case can be made for the 
payment of tax equivalents on public 
power production. But where, as 
here, the purpose is to support and 
justify an allocation of joint-facility 
costs, I see no reason for giving weight 
now to this highly conjectural item 
which may, in fact, never be trans- 
lated into a payment. If to do so is to 
minimize the portion of the public in- 


vestment which is allocated to power 
and correspondingly increase the por- 
tion charged off to navigation—which 
is not to be recovered through user 
payments—the result is to subsidize, 
at the expense of the Federal taxpay- 
er, not only those who consume the 
cheap power but also the state and 
local governmental units which re- 
ceive the payments in lieu of taxes. 


Future Revision and Readjustment 

When discussing the relationship of 
the proposed allocation to the existing 
power rates, the Report uses for a 
base—as it should for that purpose— 
allocated power costs for the complet- 
ed project, including transmission. 
In the concluding recommendations, 
however, it confines the 50—50 alloca- 
tion to the expenditures for joint- 
facility costs which had been made 
prior to July 1, 1944. It further rec- 
ommends the reservation—for future 
consideration, revision, and appro- 
priate disposition by the Commission 
—of capital costs in addition to those 
already reported by the Corps of En- 
gineers and the Bonneville Power Ad- 
ministration.** This difference is prob- 
ably of not much practical significance 
so far as the allocation of joint power- 
navigation facility costs is concerned, 
since the balance of expenditure for 
joint power-navigation facilities is 
relatively small in comparison with 
the total project investment. It is 





85 Report, p. 57.. The amount used here is 
calculated on the basis and at the rate now 
prescribed in the Tennessee Valley Authority 
Act: 5 per cent of annual gross power reve- 
nues. 

86 Report, p. 61. 

87 The post-June 30, 1944 costs to comple- 
tion are listed in the Report (p. 12) as: 

Joint facilities $492,368.62 
Power facilities 658,613.02 
Navigation facilities 750,459.94 


$1,901,441.58 
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This does, however, reémphasize the differ- 
ence in the treatment accorded these rather 
definitely known outlays, which are not al- 
located at this time, and the highly conjec- 
tural allowances for such items as potential 
headwater benefit charges and hypothetical 
payments in lieu of taxes, which are now 
taken into account in support of the 50-50 
allocation of joint-facility costs, 
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of greater consequence with respect 
to the cost of the Bonneville-Grand 
Coulee transmission system, of which 
$11,675,000 of the $40,000,000 al- 
located to Bonneville has not yet been 
spent. 

The Commission follows the recom- 
mendation that the allocation be limit- 
ed to costs incurred to July 1, 1944, 
and, in paragraph C of the Determi- 
nations, apparently seeks to give to 
the 50-50 allocation ratio an air of 
definite finality. It should not be 
overlooked that this Commission does 
not have continuing general jurisdic- 
tion over the Bonneville power rates; 
rate schedules once confirmed and ap- 
proved are not subject to further re- 
view unless changes are initiated by 
the Administrator 


In my opinion, it would be far more 
desirable to provide definitely for fur- 


ther consideration of the entire allo- 
cation whenever the need arises. 
This, it seems to me, is particularly 
important because of the many con- 
tingencies which are involved. It is 
reasonable to expect that at least 
some of the uncertainties which now 
exist concerning the marketing of sec- 
ondary energy, payments in lieu of 
taxes, annual charges for headwater 
benefits, and the development of river 
traffic will be resolved within a rela- 
tively short period of time. There 
should be reserved an opportunity for 
review of these and all other relevant 
considerations in the light of the situa- 
tion as it actually materializes. What 
could be lost through such a procedure 
or what is gained by an attempt to 
foreclose the issue prematurely ? 


This is not to say that we should 
not now make an allocation of joint- 
facility cost and a determination of 
the power investment. The desir- 
ability of such action at this time is 
clear. But I think the practical ap- 
proach is to rely as much as possible 
on a firm factual basis and to avoid 
unnecessary conjecture and specula- 
tion. In other words, I would now 
allocate to power and to navigation 
the proportions of the joint-facility 
costs which it is now reasonably clear 
each can fairly bear. 


Proposed Allocation 


It might perhaps be contended that 
the Bonneville power system could 
bear the entire investment in joint 
power-navigation facilities at the proj- 
ect. Such contention would find sup- 
port, not only in the statement con- 
tained in the Report’s conclusion that 
this was the situation to June 30, 
1944 (with $913,000 to spare), and 
will continue in 1945," but also in the 
statement of the Bonneville Power 
Administration that: 

“There is no doubt that power rev- 
enues themselves will cover all of the 
joint costs within a much shorter pe- 
riod [than fifty years]. In the long 
run, all Federal costs connected with 
the dam will be more than repaid in- 
to the U. S. Treasury out of power 
revenues, and the same costs may be 
equaled by savings ultimately accru- 
ing to certain groups of shippers.”™ 

Even though an assignment to pow- 
er of all the project investment except 
for the direct navigation costs would 
probably be economically feasible, it 
would not be proper to go this far, 





88 Report, p. 42. 
88 Memorandum to the Board of Investiga- 
tion and Research-Transportation, dated April 
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15, 1943, quoted in H. Doc. No. 159, 79th 
Congress, Ist Sess. 
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because it appears from the available 
evidence that navigation “may fairly 
bear” a minor share of the joint-facil- 
ity costs. Hence, power should not be 
made to bear all of the joint costs of 
this dual-purpose project simply be- 
cause it may be able to stand them. 
The problem, as stated at the outset, 
is that of arriving at a sound and con- 
sistent basis for distributing between 
the two functions served by the proj- 
ect the share of the costs fairly attribu- 
table to each; or, otherwise put, to 
give each its fair share of the savings 
in cost which arise from the combina- 
tion of their construction and opera- 
tion in a single project. 

My approach to this two-sided 
problem rests chiefly on the plain 
fact that power production—by any 
realistic appraisal—must be recog- 
nized as the principal feature and func- 
tion of the joint power-navigation 
project. It seems to be generally 
agreed that no separate navigation 
project providing anything like equiv- 
alent facilities would be economical- 
ly feasible. 

In a letter dated December 19, 
1944, the U. S. Army Engineers fur- 
nished estimates of the costs of equiv- 
alent single-purpose power and navi- 
gation projects, in each instance with- 
out provision for fishways. The es- 
timates were $69,383,000 for the pow- 
er generating project and $37,444,000 


for the navigation project. Rejecting 
the “alternative-justifiable-expendi- 
ture theory of cost allocation,” the 
U. S. Army Engineers take the posi- 
tion that “this theory is not applicable 
to the Bonneville project, because the 
potential benefits would not have jus- 
tified the cost of facilities, solely for 
navigation, equivalent to those made 
available by the existing multiple-pur- 
pose development.”“* The Report 
agrees with this conclusion, stating 
that “the $37,444,000 would not be 
a justifiable expenditure.” 

Thus the $37,444,000 estimate for 
an equivalent single-purpose naviga- 
tion facility has no significance in the 
cost allocation) It becomes necessary 
and appropriate in dealing with this 
problem, therefore, to use the estimat- 
ed cost of a single-purpose power pro- 
duction project in conjunction with 
whatever expenditure for navigation 
can be justified—with capitalized ben- 
efits to navigation arrived at on some 
reasonable basis being a proper foun- 
dation for the latter. 

The estimates of direct and indirect 
navigation benefits supplied by the 
U. S. Army Engineers and relied up- 
on in the Report to support the 50-50 
allocation have already been discussed. 
The reasons why I attach no weight 
to the notion that such benefits can be 
appraised and capitalized at about 
$27,000,000 have been stated. The 





#0 Report, Exhibit 5. 

41 Letter of September 29, 1944. See Re- 
port, Exhibit 6. 

42 Report, p. 38. 

483 It may, | an FO be worthwhile to point 
out here that on the basis of this allocation, 
with interest at 2.5 per cent and a 50-year 
amortization period, annual capital charges 
would be $951,969. Allowing, as does the Re- 
port (Exhibit 10), an estimated $172,500 for 
maintenance and operation, the total annual 
costs for navigation improvements would be 
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$1,124,569. Even if the average annual traf- 
fic were to be as much as 2,000,000 tons, this 
subsidy would amount to 56 cents per ton, 
as compared with the 32 cents per ton esti- 
mated by the U. S. Army Engineers as the 
transportation savings to carriers using the 
Bonneville navigation improvements. Fur- 
thermore, if it be assumed that all of this 
tonnage moved through the entire 50-mile 
Bonneville stretch of the river, ths cost to 
the public would be 1.12 cents per ton-mile. 
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estimate for direct benefits amounts 
to $13,170,000. Although not con- 
vinced that the methods used in de- 
riving it are entirely sound, I am 
willing to accept it as a very liberal 
measure of the benefits to naviga- 
tion.“ 

To arrive at a proper figure for 
an equivalent single-purpose power 
production project it is necessary to 
increase the estimate of $69,383,000" 
to provide for the fishways, which 
would be no less necessary in a project 
constructed solely for power than in 
the dual-purpose project actually built. 
Adding the actual cost incurred for 
the fishways as constructed $7,816,- 
848, the figure becomes $77,- 
199,848 for the power project exclu- 
sive of transmission facilities, which 
are not involved in the allocation of 
the joint-facility costs between power 


and navigation. 

Both the $77,199,848 for power 
and the $13,170,000 for navigation 
of course contemplate completed and 


fully operating facilities. Therefore 
the deductions from these amounts of 
the expenditures for direct power and 
direct navigation facilities should be 
their full costs to completion ($38,- 
340,261 and $6,534,515, respective- 


ly). These deductions leave $38,859,- 
587 for power and $6,635,485 for 
navigation as the amounts to be used 
in determining a ratio for allocating 
the joint-facility costs ($40,736,095 
to completion). Thus the allocation 
becomes 85.4 per cent, or $34,788,625, 
to power and 14.6 per cent, or $5,- 
947,470, to navigation. Adding the 
direct outlays for power and naviga- 
tion, respectively, the portion of the 
entire investment in the completed 
project (exclusive of transmission fa- 
cilities) which is imputed to power 
production becomes $73,128,886 and 
that assigned to navigation is $12,- 
481,985.% 

These amounts are to be compared 
with $77,199,848 and $13,170,000, 
representing the estimated cost of a 
single-purpose power production fa- 
cility and the capitalized estimated 
benefits to navigation. Hence, under 
this allocation, each function shares in 
the savings resulting from its asso- 
ciation with the other in a dual-pur- 
pose project—as it should. If, how- 
ever, as little as 80 per cent of the 
joint-facility investment were charged 
to power, with the remaining 20 per 
cent assigned to navigation, power 
would benefit greatly from the asso- 





44The Bonneville allocation problem is 
carefully analyzed, with special reference to 
its navigation aspects, in H. Doc. 159, 79th 
Cong., Ist Sess., Report of the Board of In- 
vestigation and Research—Transportation, 
Public Aids to Domestic Transportation. It 
is there concluded (Appendix W) that ap- 
proximately $11,000,000 of the capital outlay 
might properly be charged to navigation; and, 
again, that “ . . . an allocation to navi- 
gation of a relatively small share, — 
10 to 15 per cent, of the joint costs 
might be justified.” 

%5 Estimated by the U. S. Army Pogineste 
on the basis of 1934-1935 prices. Costs dur- 
ing the actual construction period at Bonne- 
ville would probably have been greater. 

4 Report, Exhibit 3. 
47 Application of the same procedure to the 


[20] 
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joint-facility costs incurred to July 1, 1944— 
which are those allocated by the Commis- 
sion’s determination and total $40,243,726.84 
—produces an allocation ratio of 84.2 per cent 
to power and 15.8 per cent to navigation. By 
this method the joint cost assignment to 
wer production becomes $33,855,218, which 
is rounded off to $34,000,000 in the statement 
at p. 293 to give a direct comparison with the 
Commission’s allocation of $20,121,800 of 
these ge | costs to power on a 50-50 
basis as of July 1 
48 This accounts for the entire project cost 
to completion, excluding transmission f4cili- 
ties, of $85,610,871 (Report, 12). With 
transmission included at $40 $40,000,000, the total 
completed project cost becomes $125, 610,871, 
with $113,128,886 charged to pewer produc- 
tion. 
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ciation, but the imputed navigation 
investment would exceed by more than 
$1,500,000 the capitalized benefits to 
navigation as liberally estimated by 
the U. S. Army Engineers.” Such 
a disposition of Bonneville costs would 
seem on its face to be clearly im- 
proper. The only way in which this 
result could be rationalized would be 
to inflate the value to navigation by 
resort to various “intangible, indirect, 
and contingent benefits” to naviga- 
tion. But, as already pointed out, 
such a procedure cannot be justified 
as a means of supporting a higher 
charge-off to navigation.™ 

In any event it is clear that the up- 
permost limit of a proper allocation of 
joint-facility costs to navigation is set 
by the very liberal estimate of capital- 
ized navigation benefits given by the 
U. S. Army Engineers. If from this 


$13,170,000 figure is deducted the 
$6,534,515 expenditure for direct nav- 
igation facilities, the remainder ($6,- 
635,485) is 16.3 per cent of the total 


joint-facility cost of $40,736,095 
which is to be allocated. 

From the foregoing anaysis it is 
my conclusion that power may fairly 
bear 85.4 per cent (rounded off at 85 
per cent) of the cost of the joint 
power navigation facilities at Bonne- 
ville. On this basis the allocation of 


joint-facility costs should be about 
$34,800,000. With expenditures for 
direct power facilities of $38,340,261 
and. allocated transmission costs of 
$40,000,000, the power investment 
in the completed project becomes ap- 
proximately $113,100,000. Of the 
total project cost amounting to about 
$125,600,000, a balance of $12,500,- 
000 remains to be written off against 
navigation. 


Relationship of Power Costs and 
Revenues 


In the Report it was found that, 
with the 50-50 allocation advocated 
therein, estimated power revenues un- 
der existing Bonneville rates would 
exceed annual power costs “by the 
large margin of $1,449,000 per year.” 
This margin was then reduced to 
$700,000 by sundry deductions 
amounting to $750,000, of which only 
the $187,570 charge for headwater 
benefits now enjoyed seems to me to 
be justified at this time. And this 

700,000 figure was further mini- 
mized by an expression of doubt as to 
the marketability of secondary pow- 
er even at the low rate of one mill per 
kilowatt hour. 

Using the same cost elements and 
rates of interest and amortization— 
but allocating to power 85 per cent of 





49. On this basis the figures would become: 


For Power 
Imputed Investment 
Cost of Alternative Project ... 
For Navigation 
Imputed Investment 14,681,734 
Capitalized Benefits 13,170,000 


50 Another test which might be applied is 
that of deducting the capitalized navigation 
beneftts of $13,170,000 from the total project 
costs to completion (excluding transmission) 
of $85,610,872, charging the remaining $72,- 
440,872 to power production. After deduction 
of the direct power facility costs of $38,340,- 
261, this would amount to an allocation of 


$70,929,137 
77,199,848 


$34,100,611 of the joint-facility costs, or 83.7 
per cent, to power. 

The fault of this method is that it would 
charge against navigation the full capitalized 
value of the project to that function, and thus 
would fail to give to navigation any share 
of the advantage resulting from its associa- 
tion with power in the dual-purpose project. 
The method could as well be reversed, with 
power charged the full estimated cost ‘of an 
equivalent single purpose power production 
facility. This would mean an allocation to 
power of $77,199,848, with only $8,411,024 of 
the total project cost remaining for assign- 
ment to navigation. 
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the investment in joint facilities and 
the same proportion of the costs of 
operation and maintenance—the mar- 
gin between annual power costs and 
estimated power revenues under exist- 
ing Bonneville rates becomes about 
$716,000 annually. If from this 
figure is deducted the actual charge 
for present headwater benefits ($187,- 
570), there remains a balance of 
more than $525,000 annually, which 
would seem ample to take care of all 
reasonable contingencies." In_ this 
situation there is no apparent need to 
overload the amounts charged off to 
navigation improvements in order to 
demonstrate the soundness of the 
power investment. 


Conclusion 


It has been necessary to analyze the 


Report, Findings, and Determinations 
in some detail to point out the basis 


for the Commission’s allocation of 
half the joint-facility costs to power 
production, and to develop the reasons 
why I cannot concur in this deter- 
mination. 


The Report proceeds from the false 
premise that, under the Bonneville 
Act, the Commission cannot properly 
find that power “may fairly bear” 
more than 50 per cent of these joint 
costs. Having made this assumption, 
the Report attempts to show that as 
much as 50 per cent of such costs can 
reasonably be charged-off to naviga- 
tion improvement. Here it becomes 
necessary to accept uncritically the 
conclusion of the U. S. Army En- 
gineers that this is so, although the 
inflated estimate of navigation bene- 


fits advanced to lend it economic 
justification will not, in my judgment, 
stand careful scrutiny. I have pro- 
posed an allocation, based upon what 
seems to me to be the realities of the 
situation, charging 85 per cent of the 
joint-facility investment to power. 


Having chosen the 50-50 pattern, 
the Report tries to demonstrate that 
it is doubtful whether power could or 
should bear a greater share of the 
joint costs. In this unsuccessful ef- 
fort, methods of dubious validity are 
employed and certain contingencies 
are dealt with as though they were 
present realities. But the demonstra- 
tion is without much point anyway. 
The preceding analysis shows that, 
considering existing conditions and 
reasonable prospects as to power sales, 
the existing power rates would yield 
a good margin over costs calculated 
on the 85 per cent basis which I be- 
lieve proper. 

In further support of the 50 per 
cent allocation to power, the Commis- 
sion, in Finding (8), alludes to “the 
parity in importance of low cost trans- 
portation and power to the develop- 
ment of the resources of the region.” 
This sweeping generalization has no 
bearing upon the question of what is 
the proper cost allocation. It as- 
sumes the answer at the outset and, 
with particular reference to the Bon- 
neville situation, it ignores the plain 
fact that the power production pro- 
gram is of much greater significance 
than the improvement of navigation. 
For the majority to call this “con- 
sistent with the intent of the Con- 
gress” does not make it so. More- 





_ 51 The more exact figure is $528,430. This 
is more than sufficient to offset the $520,000 
of estimated revenues from sales of secondary 
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energy, concerning the marketability of which 
the Report seems to have some doubt. 
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over, in view of the $27,000,000 
navigation investment necessarily im- 
plied by the Commission’s determina- 
tion and the reasonably prospective 
traffic, this outlay can hardly be 
characterized as providing low cost 
transportation. Incidentally, the ma- 
jority’s allusion to “the parity of im- 
portance” is scarcely consistent with 
the position taken elsewhere that elec- 
tric energy is an “incidental byprod- 
uct.” 

If the Congress had intended such 
an “equal apportionment theory” to 
be applied in this case it could very 
easily have fixed the allocation in the 
Act itself. Clearly, however, Con- 
gress expected us, as its agent, to de- 
termine the portion of the Bonneville 
investment which power may fairly 


bear, and to provide for the liquida- 
tion of the power investment over a 
reasonable period from power rev- 
enues. In my opinion this has not 
been done; the investment attributed 
to power has been unduly and unnec- 
essarily minimized. 

It is regrettable that this opportu- 
nity for the Commission to pass well- 
considered judgment on this major 
problem of cost allocation has not 
been met more effectively and realis- 
tically. A consistent and balanced 
treatment of such allocations—far 
from jeopardizing the success of 
sound public power projects—would 
strengthen public confidence in those 
projects which are economically 
justified, as I am _ convinced this 
one is. 





DISTRICT OF COLUMBIA PUBLIC UTILITIES COMMISSION 


Re Washington Gas Light Company 


Order No. 2933, P.U.C. No. 2424, G. D. No. 1792, 
Formal Case No. 347 


July 12, 1945 


PPLICATION for authority to issue and sell refunding mort- 
d \ gage bonds and motion that requirements of competitive 
bidding rule be waived; granted. 


Security issues, § 112 — Competitive bidding — Exemption of refinancing. 
1. Exemption from a competitive bidding rule should be granted for the 
sale of refunding mortgage bonds when the Commission is satisfied that the 
terms, conditions, price, and yield are fair and reasonable under a proposal 
for private sale to insurance companies, while a public sale would incur 
expense and delay with the risk of many imponderables in the bond market, 


p. 312. 


Accounting, § 30 — Redemption premiums — Duplicate interest on refunding. 
2. A proposal to charge earned surplus with redemption premiums and 
duplicate interest on refunded issues and to credit surplus with unamortized 
premiums and reduction in income taxes resulting from proposed refinan- 
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cing is permissible under the Uniform System of Accounts for gas utili- 


ties, p. 315. 


By the CommIssIon : 


Nature of Application 

Washington Gas Light Company 
(hereinafter referred to as the “Com- 
pany”) has filed an application for a 
certificate of authority to issue and 
sell $13,855,000 principal amount of 
refunding mortgage bonds, 34 per 
cent series due 1970. The Company 
also applied for authority to execute 
a new supplemental indenture to be 
dated as of June 1, 1945, supplemental 
to its mortgage and deed of trust dated 
January 1, 1933, for the purpose of 
creating and defining the terms and 
provisions of said issue of refunding 
mortgage bonds, 34 per cent series 
due 1970 and amending said mortgage 
and deed of trust. 

The application contains a motion 
that the requirements of Order No. 
1465 (1935) 12 PUR(NS) 9, of 
this Commission with respect to com- 
petitive bidding be waived with re- 
spect to this application. 

A public hearing was held on July 
9, 1945, after appropriate notice. 
Testimony for the Company was pre- 
sented by Robert C. Owers, vice 
president and treasurer. 


Securities to Be Issued 

As previously stated, the Company 
proposes to issue and sell $13,855,- 
000 principal amount of refunding 
mortgage bonds, 34 per cent series 
due 1970. The bonds will be sold 
at a price of 103.87 per cent of their 
principal amount, plus accrued inter- 
est from June 1, 1945, to the date of 
delivery, with a yield to the purchasers 
of 2.90 per cent per annum. 
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The bonds are to be issued under 
and to be secured by a supplemental 
indenture, dated as of June 1, 1945, 
between the Company and The Riggs 
National Bank of Washington, D. C., 
trustee, which will be supplemental to 
the Company’s refunding mortgage 
dated January 1, 1933. 

The Company proposes to sell all 
of the $13,855,000 principal amount 
of 34 per cent bonds to the following 
purchasers, in the respective princi- 
pal amounts listed below: 


The metry, stool Ps pestes Life 
Insurance Compa: 

John Hancock Mutual Life Insur- 
ance Compan 

Massachusetts 
ance Company 

New England Mutual Life Insur- 
ance Company 

x ba Life 


Com 

The Mutual Benefit Life Insur- 
ance Company 

State Annuity and Investment 
Board of Wisconsin 

Provident Mutual Life Insurance 
Company 

Life Insurance Company of Vir- 


$5,000,000 
3,000,000 
2,000,000 


1,500,000 
925,000 
500,000 
320,000 
310,000 
300,000 

$13,855,000 

The supplemental indenture will 
contain the following provisions, 
among others : 

The Company covenants that, so 
long as any of the bonds of the 34 
per cent series due 1970 are outstand- 
ing, it will not declare or pay any 
dividend on shares of its common 
stock (other than dividends payable 
in common stock of the Company) or 
make any distribution on shares of its 
common stock, or purchase, redeem, 
retire, or otherwise acquire for a con- 
sideration any shares of its common 
stock (other than with the proceeds 
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of additional stock financing), except, 
in any fiscal year subsequent to De- 
cember 31, 1944, out of net income on 
a consolidated basis earned during 
such fiscal year, or except out of 
earned surplus on a consolidated basis 
earned subsequent to December 31, 
1940. For the purpose of this pro- 
vision, in determining the amount of 
net income or earned surplus on a con- 
solidated basis earned subsequent to 
December 31, 1940, no deduction 
shall be made for certain direct 
charges which are stipulated in the 
supplemental indenture; such as, 
charges applicable to periods prior to 
December 31, 1940, charges to write 
off unamortized debt discount, pre- 
mium or expense applicable to funded 
debt and charges covering any loss 
on the sale or abandonment of prop- 
erty or arising from the sale of prop- 
erty. This provision has the effect 
of limiting the surplus out of which 
dividends may be declared and paid 
to a maximum of approximately $1,- 
075,000 as of December 31, 1944. 

The Company also covenants and 
agrees that all properties owned on 
June 30, 1942, excluding work in 
progress not placed in service, shall 
be deemed to be “bonded.” 

The supplemental indenture also 
provides that the Company will, out 
of earnings arising subsequent to 
January 1, 1936, provide for depre- 
ciation and expend for maintenance 
an aggregate amount equal to at least 
10 per cent of operating revenues 
arising subsequent to January 1, 1936, 
subject to limitations as to deprecia- 
tion allowances for rate-making pur- 
poses imposed by proper regulatory 
authority. 

The Company will be required to 
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deposit annually with the trustee an 
amount of cash equal to 1 per cent of 
the principal amount of new bonds 
outstanding on April 1 of each year; 
however, there may be credited against 
this cash requirement (a) an amount 
equal to 60 per cent of the cost or fair 
value (whichever is less) of bondable 
property additions; (b) an amount 
equal to the aggregate principal 
amount of underlying bonds hereafter 
deposited with the trustee or hereafter 
paid by redemption or at maturity, 
and in no case theretofore bonded; 
(c) an amount equal to the aggregate 
principal amount of prior lien bonds 
hereafter deposited with the trustee 
or hereafter paid or purchased or re- 
duced, and in no case theretofore 
bonded; and (d) an amount equal to 
the aggregate principal amount of 
bonds of the 34 per cent series of 
1970 theretofore paid at maturity or 
by redemption, or purchased or other- 
wise surrendered to the trustee and 
canceled, and in no such case thereto- 
fore bonded or made the basis for 
the issue of other bonds. 

The bonds will be entitled to the 
benefit of a cash sinking fund for their 
retirement in an amount sufficient to 
retire the following principal amounts 
of bonds: 

1946-1950, inclusive 

1951-1955, ” 

1956-1960, o “i 
1961-1965, ” . 
1966-1970, is 60,000 - 

The initial premium to be paid up- 
on redemption of any of the new 
bonds through operation of the sink- 
ing fund shall be 3.87 per cent, with 
such premium decreasing each year 
until June 1, 1969, on and after which 
date the new bonds will be redeemable 


310 





RE WASHINGTON GAS LIGHT CO. 


through operation of the sinking fund 
without premium. 

The initial premium to be paid up- 
on redemption of any of the new bonds 
otherwise than through operation of 
the sinking fund will be 7 per cent, 
with such premium decreasing on 
June 1, 1948, and each year thereafter 
until June 1, 1969, on and after which 
date the new bonds will be redeem- 
able without premium. 


Use of Proceeds 

The proceeds from the sale of the 
bonds, together with such amounts 
from the treasury of the Company as 
may be necessary, will be used for the 
following purposes: 

(a) To retire, in part by pur- 


chase and in part by redemption, 
all of its refunding mortgage 


bonds, 4% series due 1 
Principal Amount . aa gd 


27,200 


(b) To retire, in part by pur- 
chase and in part by redemption, 
all of its refunding mortgage 
bonds, 32% series due 1 

Principal Amount . $4,750,000 
Premium at 44%.. 213,750 


$8,507,200 


Premium of 4% .. 


(c) To purchase from Acacia 
Mutual Life Insurance Company, 
the holder thereof, and retire its 
first mortgage real estate note— 


Principal Amount. $925,000 


Premium of 7% .. 64,750 989,750 


$14,460,700 


Effect of Proposed Refinancing 

The proposed refinancing will effect 
a gross saving in interest charges on 
long-term debt, before income taxes, 


of $1,937,237 over the remaining life 
of the securities to be refunded. 
After giving consideration to redemp- 
tion premiums and duplicate interest, 
the net saving in interest over the 
same period will amount to $1,336,- 
856, before income taxes. The im- 
mediate effect will be a saving in 
income taxes for the year 1945 of 
$258,169, due to the write-off of re- 
demption premiums and duplicate in- 
terest. The effect upon income taxes 
in future years cannot be determined at 
this time, due to uncertainty as to tax 
rates which may prevail. The opera- 
tion of the proposed sinking-fund pro- 
visions will result in the retirement of 
40 per cent of the principal amount 
of the new bonds by maturity, as con- 
trasted with the presently scheduled 
retirement of approximately 25 per 
cent of principal amount of the debt 
to be refunded. 

Simplification of the capital struc- 
ture of the Company will also result, 
by reason of the substitution of a 
single series of bonds for two differ- 
ent series bearing different rates of 
interest, and a real estate mortgage 
note with still a third interest coupon 
rate and having a first lien upon the 
office building owned by the Company. 


Capitalization and Surplus 

The capitalization and surplus of 
the Company, on a consolidated basis, 
actual and pro forma giving effect to 
the proposed transaction as of May 
31, 1945, are reflected below; 
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Long-term Debt: 
General Mortgage 5% Bonds due 1960 
Refunding Mortgage Bonds 
4% Series due 1963 
32% Series due 1963 
34% Series due 1970 


G.G.L. Co. Ist Mortgage 5% Bonds due 1961 
Real Estate Mortgage Loan 34% due 1967 . 


Total Long-term Debt 


Preferred Stock—No Par: 
$4.50 Cumulative Convertible Preferred 
$5.00 Cumulative Preferred 


Total Preferred Stock 


Common Stock and Earned Surplus: 
Common Stock—No 
Earned Surplus 


Total Common Stock and Earned Sur 


Total Capitalization and Surplus 


ctual Pro Forma 
Per Cent Amount Per Cent 


1,000,000 
925,0004 

















24.70 24.90 


9.01 9.09 
16.77 6,446,9. 16.06 











$10,438,995 25.78 
$40,493,495 100.00 


$10,096,925 25.15 
$40,151,425 100.00 











1 Exclusive of $6,250 instalment of principal to be repaid on or before June 30, 1945. 


This statement does not reflect 
capital surplus of $968,488 which has 
been excluded to partially offset Gas 
Plant Adjustments. 


Ratios 

Consolidated Property, Plant, and 
Equipment of the Company as of May 
31, 1945, after eliminating $1,072,- 
345.58 Gas Plant Adjustments, 
amounted to $46,800,327. The re- 
serve for depreciation as of the same 
date was $5,572,100, or 11.91 per cent 
of consolidated plant as set forth 
above. Thus the adjusted depreciated 
value of the consolidated plant 
amounts to $41,228,227. 

Giving effect to the issuance of the 
proposed securities, long-term debt 
will amount to 48.64 per. cent of the 
depreciated plant as adjusted, and 
long-term debt plus preferred stock 
outstanding will amount to 72.90 per 
cent thereof. 


Coverage 

Based upon the results of operations 
of the Company for the twelve months 
ended May 31, 1945, adjusted to give 
effect to the proposed transactions on 
the assumption that the new series 
had been outstanding during this pe- 
riod, it is found that interest charges 
would have been covered three times, 
interest and other deductions 2.8 
times, and total income deductions 
and preferred dividends 1.8 times. 


Competitive Bidding Rule 

[1] As previously indicated, the 
Company requests that the proposed 
refinancing be exempted from the 
competitive bidding rule adopted by 
this Commission December 30, 1935, 
Order No. 1465, 12 PUR(NS) 9, 
10.1 While the Commission recog- 
nizes the desirability of competitive 
bidding, it does not believe that the 
public interest demands that this rule 





1“Section 1. That applications to the Pub- 
lic Utilities Commission for authority to issue 
stocks, bonds, or other evidences of indebted- 


ness payable in more than one year from date 
of issuance shall contain a provision that bids 
will be solicited from at least three responsi- 
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be adhered to in all instances but that 
each case should be considered on the 
facts peculiar to the matter under con- 
sideration. 

Owers testified that before decid- 
ing on the method by which the pro- 
posed bonds might be sold the Com- 
pany carefully studied the merits of 
both the private sale and public offer- 
ing. It was estimated by the Com- 
pany that the public sale method 
would cost the Company at least 
$200,000* more than if the bonds 
were sold privately. A public offering 
would require the filing of a registra- 
tion statement with the Securities and 
Exchange Commission. The prep- 
aration of the many documents and 
the necessary procedural steps inci- 
dent to complying with these legal re- 
quirements, plus compliance with this 
Commission’s competitive bidding 
rule, would postpone the sale of the 
proposed bonds for some’ months. 
Neither the Commission nor the Com- 
pany has any assurance that the bond 
market will be as favorable in the fu- 
ture as it is today. Owers also point- 
ed out that before the bonds could be 
offered publicly the heavy expense 
heretofore referred to would have to 
be incurred without any definite as- 
surance as to the price at which the 
bonds could be sold. On the other 
hand, the witness stated that, in this 
case, through the vehicle of a private 
sale, the Company was able to ascer- 
tain in advance of the sale the terms 
and conditions of the mortgage, the 
price of the bonds, the yield to the 


purchasers, with an estimated savings 
in cost to the Company of at least 
$200,000. 

Witness for the gas company testi- 
fied that one of the factors which 
caused the Company to decide on a 
private sale rather than to seek com- 
petitive bids was the fact that there 
is not as favorable market for gas 
bonds as for similar securities of cer- 
tain other utilities. Owers believed 
this would be particularly true with 
respect to the proposed refinancing, 
since the refunding mortgage would 
be junior to the two 5 per cent non- 
callable bond issues which would still 
be outstanding. The Company was 
of the opinion that the insurance com- 
panies which now hold the bonds pro- 
posed to be refunded would be more 
receptive to the new bonds than would 
the average investor. 

The Company engaged The First 
Boston Corporation to assist and ad- 
vise it in the refinancing program. 
After many conferences with that cor- 
poration and after considering the ad- 
vice of counsel, its officers and Board 
of Directors, and of informed financial 
people, the proposal now before the 
Commission was evolved. As pre- 
viously indicated, it will result in gross 
savings in interest charges over the 
life of the bonds of $1,937,237, and 
yield 2.90 per cent to the purchas- 
ers. 

The purchasers of the bonds are 
all insurance companies. They in- 
clude all of the owners of the bonds to 
be refunded, except two companies 
who decided to sell their present hold- 





ble unaffiliated financial institutions, at least 
two of whom shall not be affiliated with or 
financially interested in the applicant, and 
that all bids will be submitted to the Com- 
mission.” 

2 The witness stated that some of the addi- 
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tional expense items would be S.E.C. regis- 
tration fee, printing of various documents, 
increased fees of accountants, lawyers and 
trustees, allowance for underwriters’ spread, 
financial adviser’s fee and additional overlap- 
ping interest payments. 
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ings and not participate in the new 
issue. 

Evidence was submitted with re- 
spect to the yield to the purchasers 
of bonds of other gas companies. 
While none of the companies is strict- 
ly comparable to the local gas com- 
pany, it is interesting to note that only 
one of the issues considered has a yield 
less than 2.90 per cent, and it is a first 
mortgage bond with a 100 per cent 
sinking-fund provision. 

Holzbaur, manager of the Balti- 
more, Maryland, office of Halsey, 
Stuart and Company, Inc., appeared 
at the hearing and requested the Com- 
mission not to waive its competitive 
bidding rule. He offered no evidence, 
but merely made a statement of the 
position of Halsey, Stuart in the mat- 
ter. He stated that this company was 


prepared to make a bid as of the date 


of the hearing, to remain open for 
forty-eight hours only, by which he 
was of the present opinion that the 
net cost to the Company would be 
more favorable than under the pro- 
posal here being considered. He was 
unable, however, to state what his 
company’s bid would be. 

As heretofore pointed out, if com- 
petitive bidding is required, it will 
perhaps be physically impossible to 
offer the bonds to the public for some 
months. Holzbaur would not state 
what his company might bid at that 
time, nor would he say that the gas 
company would secure a price suffi- 
cient to cover the difference between 


the expense of private and public 
sale.® 

In the light of all of the facts of 
record, the Commission finds that 
this is a proper case for waiving its 
competitive bidding rule. The Com- 
mission is unimpressed by the mere 
statement that a bid higher than the 
price here being considered would be 
submitted by Halsey, Stuart, good 
only for forty-eight hours from the 
date of the hearing. Such an offer 
can be made with impunity when it 
is known that its acceptance is pre- 
cluded by the delay inherent in com- 
petitive bidding. Holzbaur was ex- 
tremely careful to avoid any commit- 
ment on behalf of his company as to 
its probable bid in the event the bonds 
were offered for public sale in the fall, 
and he would not say that the gas 
company would ultimately make a less 
expensive deal to it through competi- 
tive bidding than it is assured by the 
proposal before us. The Commission 
is impressed by the definite assurance 
of $1,937,237 savings in interest 
charges, and by the avoidance of an 
estimated minimum of $200,000 addi- 
tional expenses which would be in- 
curred in a public sale program. As 
the utility’s expenses play a major 
part in the determination of gas rates, 
any savings in its expenses would be 
in the public interest. Because of 
these savings and since the Commis- 
sion is satisfied that the terms, con- 
ditions, price and yield of the proposed 
bonds are fair and reasonable, and 





8“Mr. Holzbaur: I am not prepared to 
state definitely on a competitive bid if it was 
left open to the fall that the Company would 
get a better price than that difference between 
the $77,258 cost.” (Difference between $77,- 
258 Company expense of handling present 
proposal and estimated expense of $258,000 if 
sold pc ety (R. 60.) 

“Chairman Flanagan: Don’t you think that 
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Mr. Stuart (partner—Halsey, Stuart and 
Company, Inc.) had in mind immediate ac- 
ceptance, that he wouldn’t make that guaran- 
tee to stand three months from today?” 

“Mr. Holzbaur: Absolutely. We never 
know what the market is going to do in a 
period of weeks, although we feel that in- 
terest rates are going to remain low for a 
long time.” 
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further because of the unquestioned 
desirability of simplifying the Com- 
pany’s capital structure and improv- 
ing its capital position, the Commis- 
sion feels it would not be in the public 
interest to hazard the risk of the many 
imponderables in the gas utility bond 
market by insisting that the bonds be 
sold publicly some months hence, 


Proposed Accounting Entries 

[2] The Company proposes to 
charge earned surplus with the re- 
demption premiums and duplicate in- 
terest on the refunded issues and to 
credit surplus with the unamortized 
premium and the reduction in income 
taxes resulting from the proposed re- 
financing. The net result of the fore- 
going will be to reduce earned surplus 
by $342,070. The premium received 
from the sale of the new bonds less 
the expenses incurred in connection 
with the issue will be amortized over 
the 25-year life of the proposed issue. 

The immediate write-off to surplus 
of redemption premiums, duplicate in- 
terest and unamortized premiums is 
not consistent with the treatment ac- 
corded similar items in recent cases 
before the Commission involving a de- 
termination of rate of return. In those 
cases, in the determination of annual 
cost of debt capital, items of this 
character were treated as a continu- 
ing cost to be spread over the life 
of the refunding issue. However, the 
Uniform System of Accounts for Gas 
Utilities adopted by this Commission 
permits the Company to account for 
items of this nature in the manner 
proposed by the Company, and we 
will therefore not disapprove the pro- 
posed accounting entries for the pur- 
pose of this proceeding. 


Expenses 

The Company has estimated that 
expenses incident to the proposed is- 
sue and sale of new bonds will aggre- 
gate $77,325, including commission 
of $32,325 payable to The First Bos- 
ton Corporation (representing } of 1 
per cent on $12,930,000 principal 
amount of new bonds) for negotiat- 
ing the deal. No details as to counsel 
fees were presented. The Commis- 
sion will, therefore, reserve jurisdic- 
tion over such fees. 


Conclusion 

Upon consideration of all the facts 
of record, the Commission concludes 
and finds that the proposed issue and 
sale of $13,855,000 principal amount 
of refunding mortgage bonds, 34 per 
cent series of 1970, at private sale and 
upon the terms and for the purposes 
listed hereinabove, is in the public 
interest. Therefore, 

It is ordered: 

Section 1. That the provisions of 
Order No. 1465, supra, with regard 
to competitive bidding be, and they 
are hereby, waived for the purpose of 
this proceeding. 

Section 2. That the Washington 
Gas Light Company be, and it is here- 
by, authorized to issue and sell $13,- 
855,000 principal amount of refund- 
ing mortgage bonds, 34 per cent series 
due 1970, at a price of not less than 
103.87 per cent of the principal 
amount thereof, plus accrued interest 
from June 1, 1945, to date of delivery, 
to be issued under and secured by the 
mortgage and deed of trust dated 
January 1, 1933, as heretofore supple- 
mented and as proposed to be supple- 
mented and amended by a new sup- 
plemental indenture thereto to be dat- 
ed as of June 1, 1945. 
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Section 3. That the Washington 
Gas Light Company be, and it is here- 
by, authorized to execute a new sup- 
plemental indenture dated June 1, 
1945, supplemental to its mortgage 
and deed of trust dated January 1, 
1933, substantially in accord with the 
proof copy filed with the application 
as Exhibit B. 

Section 4. That the proceeds re- 
ceived from the sale of the bonds au- 
thorized in § 2 hereof, together with 
such amounts from the treasury of the 
Company as may be necessary, shall 
be used for the following purposes: 

(a) To retire, in part by purchase 
and in part by redemption, all of 
the Company’s refunding mortgage 
bonds, 4 per cent series due 1963, out- 
standing in the aggregate principal 
amount of $8,180,000, at the redemp- 
tion price of 104 per cent of the prin- 
cipal amount thereof. 

(b) To retire, in part by purchase 
and in part by redemption, all of the 
Company’s refuhding mortgage bonds, 
3% per cent series due 1963, outstand- 
ing in the aggregate principal amount 
of $4,750,000, at the redemption 
price of 1044 per cent of the principal 
amount thereof. 

(c) To purchase from Acacia Mu- 


tual Life Insurance Company, the 
holder thereof, and thereby to redeem 
and retire the first mortgage real es- 
tate note of the Company outstand- 
ing in the principal amount of $925,- 
000, at 107 per cent of the principal 
amount thereof. 

Section 5. That the net amount 
of all premiums, fees, commissions and 
expenses applicable to the issue and 
sale of the bonds authorized in § 2 
hereof shall be charged or credited, 
as the case may be, to the income of 
the Company during the life of said 
bonds. 

Section 6. That the Company shall 
make a certified report to the Com- 
mission not later than three months 
after the sale of bonds authorized in 
§ 2 hereof, stating the moneys received 
therefrom and, in detail, the fees, 
commissions, and expenses incident to 
such sale. 

Section 7. That the Company shall, 
not later than three months after the 
sale of bonds authorized in § 2 hereof, 
submit copies of the entries recorded 
on the books of the Company as a re- 
sult of the consummation of the re- 
financing. 

Section 8. That jurisdiction be re- 
served with respect to counsel fees. 
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OSMAN v. STATE COLLEGE BOROUGH AUTHORITY 


PENNSYLVANIA PUBLIC UTILITY COMMISSION 


John H. Osman et al. 


State College Borough Authority 


Complaint Docket No. 13953 
July 24, 1945 


” eigy sarensd against water rates of a municipal authority; 


dismissed. 


Municipal plants, § 13 — Jurisdiction of Commission — Rates. 
The Commission has no jurisdiction over rates of a municipal authority, 
in view of the enactment of the Municipality Authorities Act of May 2, 
1945, which provides in § 4B(h) that the court of common pleas shall 
have exclusive jurisdiction to determine the reasonableness and uniformity 


of rates of an authority. 


By the Commission: This matter 
is before us on complaint of John H. 
Osman, E. M. Pearce, H. N. Musser, 
Vaughn A. Williams, William A. 
Ward, Harold E. Byers, and C. I. 
Kerstetter, filed for and in their own 
behalf and, as alleged, for other prop- 
er parties affected by the matters com- 
plained of. 

In substance, complainants allege 
that respondent, State College Bor- 
ough Authority, has violated various 
sections of the Public Utility Law 
in that rates demanded of consumers 
beyond the corporate limits of the 
borough of State College are unjust 
and unreasonable ; that respondent has 
failed to file tariffs with the Commis- 
sion and that the rates demanded from 
out-of-borough consumers are unrea- 
sonable and discriminatory. The 
complainants also allege that respond- 


ent has violated certain provisions of © 
317 


the Municipality Authorities Act of 
1935, PL 463 as amended. 

Respondent’s answer in the nature 
of a demurrer raises, inter alia, the 
question of the Commission’s juris- 
diction to determine this complaint 
under the law. 

Whatever may have been the law 
at the time this complaint was filed, 
the question of jurisdiction has been 
settled beyond question by the Munic- 
ipality Authorities Act of May 2, 
1945, PL —, which provides in § 4 
B(h) as follows: “. The 
court of common pleas shall have ex- 
clusive jurisdiction to determine the 
reasonableness and uniformity of 
rates and other charges fixed, altered, 
charged, or collected by an author- 


hs. 2 64 
Since the common pleas has exclu- 
sive jurisdiction over the rates of a 
municipal authority, which the re- 
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spondent is, we are without power 
in the matter and the complaint must 


and is hereby dismissed for lack of 
jurisdiction. 


be dismissed for lack of jurisdiction; 
therefore, 

It is ordered: That the complaint 
of John H. Osman, E. M. Pearce, 
H. N. Musser, Vaughn A. Williams, 
William A. Ward, Harold E. Byers, 
and C. I. Kerstetter at C. 13953 be 


Epitor’s Note. Similarly the Com- 
mission dismissed a complaint instituted 
on its own motion in Public Utility 
Commission v. State College Borough 
Authority, Complaint Docket No. 13694, 
July 24, 1945. 





INDIANA PUBLIC SERVICE COMMISSION 


Re Yellow Taxi Cab Company 


No. 2764-A, 1 
July 10, 1945 


ECONSIDERATION of application of taxicab company for cer- 

tificate authorizing operation of motor vehicles as a com- 

mon carrier of passengers between a municipality and an airport; 
order modified. 


Corporations, § 14 — Object clause — Corporate action to change — Vote of: 
stockholders and directors. 
1, The original object clause of a corporation engaged in motor carrier 
transportation remains in full force and effect without change notwithstand- 
ing a vote of stockholders in favor of the corporation availing itself of the 
benefits of the provisions of Chap. 192 of the Acts of 1907, which pertained 
to corporations other than municipal and common carrier corporations, if 
the action of the stockholders has not been ratified by the board of directors 
and a certified copy of the minutes of the meeting filed with the secretary of 
state, p. 319. 
Certificates of convenience and necessity, § 49 — When required — Passenger 
transportation by limousine — Taxicab company. 
2. A taxicab company authorized to operate taxicabs between an airport 
and a city must obtain a certificate of convenience and necessity in order 
to operate limousines as a common carrier of passengers between the city 
and the airport, since the limousines, each with a capacity of at least seven 
passengers in addition to the driver, do not come within the definition of a 
taxicab under the laws of the state, p. 319. 


* 
Fine, Evansville; for protestants 


James L. Beattey, attorney, Indianap- 
olis; William A. Mitchell, attorney, 


APPEARANCES: For applicant 
George Cowan, attorney, Indianapo- 
lis, and Isadore Fine, of Meyer & 
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Evansville, and William Fitzgerald, 
attorney, Evansville, for Air-Line 
Service, Inc. 


By the Commission: On the 16th 
day of March 1945, pursuant to pub- 
lic hearing had in the above cause, 
with appearances as above noted, this 
Commission entered an order approv- 
ing the application of the applicant 
for a certificate of public convenience 
and necessity to operate motor vehi- 
cles as a common carrier of passengers 
intrastate as follows, to wit: 

Between Evansville, Indiana, and 
the Evansville Municipal Airport and 
Air Field, over all necessary city 
streets and highways within the cor- 
porate limits of the city of Evansville, 
Indiana, and over U. S. Highway 41 
and Indiana Highway 57. 


That said order further provided 


that the applicant be restricted to the 
transportation of passengers between 
Evansville, Indiana, and the Evans- 


ville Airport and Air 


Field. 

That on the 5th day of April, 1945, 
the protestant, Air-Line Service, Inc., 
of Evansville, Indiana, filed its writ- 
ten motion for reconsideration of 
said order so above granted, which 
motion is in the following words and 
figures to wit: (H. I.), along with 
a written memoranda and authorities 
in support of said motion. 


Municipal 


[1, 2] In its motion for reconsidera- 
tion, the protestant raises two’ prin- 
cipal points, to wit, (1) that the opera- 
tion sought by the applicant as a com- 
mon carrier would be ultra vires for 
the reason that said applicant availed 
itself with the benefits of the provi- 
sions of Chap 192 of the Acts of 
1907, which pertained to corpora- 


319 


tions other than municipal and com- 
mon carrier corporations, and in said 
acceptance limited the purpose of the 
corporation accordingly, and (2) that 
since the applicant is organized as a 
taxicab company and has been so 
operating not only within the cor- 
porate limits of the city of Evansville, 
Indiana, but within the suburban 
area thereof, permitted by statute, that 
no certificate of public convenience 
and necessity is necessary for the rea- 
son that the applicant already has 
such authority. 

In disposing of point (1), as above 
noted, this Commission, having ex- 
amined protestant’s Exhibit “I” intro- 
duced in evidence in said cause, the 
same being a certified copy of the 
Articles of Incorporation of the ap- 
plicant company, together with a 
transcript of the minutes of a special 
meeting of the stockholders and spe- 
cial meeting of the board of directors 
thereto attached, finds that, while the 
Act of 1907, referred to above, pro- 
vides that any such corporation may 
avail itself of the provisions of such 
act, it must do so not only by a vote 
of the stockholders of the corporation, 
but that the same must be ratified by 
a like vote of its directors, and, quot- 
ing the statute, “when a copy of the 
minutes of said two meetings, cer- 
tified as aforesaid, shall be filed in the 
office of the secretary of state of the 
state of Indiana, from the 
time of such filing and payment of 
fees, the authorized objects or scope 
of the corporation shall be defined, 
limited or enlarged, by said resolu- 
tions.” 

Protestant’s Exhibit “T’ fails to in- 
dicate that the statute was complied 
with in this respect, that it fails to 
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show the ratification of the action 
of the stockholders by the board of 
directors, and accordingly it is the 
opinion of this Commission that, since 
such action was accordingly without 
effect, the scope of the original object 
clause of the corporation continued 
to and still does remain in full force 
and effect without change. 

This Commission further finds that, 
while the original object clause of the 
corporation is far from clear, the ap- 
plicant was, from the time of its in- 
corporation, authorized to do an 
omnibus business as well as a taxicab 
business. 

As to point (2) above, the Com- 
mission finds that the applicant is now 
and has been engaged in the taxicab 
business within the meaning of and as 
defined by the laws of the state of 
Indiana and that as to the operation 
of such taxicabs to and from the air- 
port from the city of Evansville, no 
further authority need be granted. 

However, the evidence in the cause 
shows that the applicant operates two 
limousines, each with a capacity of at 
least seven passengers, in addition to 
the driver, which limousines do not 
come within the definition of a “taxi- 


cab” under the laws of the state of 
Indiana. That these limousines are 
used mainly for the transportation of 
passengers to and from the airport and 
from various points within the city of 
Evansville, depending upon where the 
passengers may be. 

To the extent that said limousines 
are used for such purpose, the appli- 
cant has no authority to operate the 
same as taxicabs, and would not be 
permitted to operate them as a com- 
mon carrier of passengers between the 
city of Evansville and the Municipal 
Airport without a certificate of public 
convenience and necessity. 

It accordingly appears to the Com- 
mission that if the applicant company 
desires to operate said limousines as 
a common carrier of passengers be- 
tween the city of Evansville and the 
Municipal Airport under a certificate 
of convenience and necessity, that said 
operation should be restricted to fixed 
termini over fixed routes and to such 
air passengers only as may desire 
transportation to and from said air- 
port, together with the further require- 
ment that such service be available 
to meet all incoming and outgoing 
commercial passenger airplanes at 
said airport. 
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5. Low oil level alarm and tripping switch. 

6. Three-pole secondary air circuit breaker, 
manually closed, electrically or manually 
tripped. 

7. Current transformer with thermal relay 
mounted in hottest oil in each phase. Relays 
light signal lamps when copper temperature in 
each phase reaches maximum operating levels 
and trip the breaker when safe emergency 
over-load temperature limits are reached. 

8. Accessible switch for electrically resetting 
relays after signal or tripping operation. 

9. Key-controlled interlock prevents operation 
of primary switch without first opening second- 
ary breakers. 

10. Potential transformer for auxiliary circuits. 

11. Usual accessories such as no-load tap 
changer, oil thermometer, oil level indicator, 
filter press connections, drain valves, jack lugs, 
etc. 






KUHLMAN ELECTRIC COMPANY @e BAY CITY, MICHIGAN e OFFICES IN 40 CITIES 











KUHLMAN 
1000 KVA 


TRANSFORMER 





Described here is the application of the C.S.P. 
principle to Power Transformers. Totally self 
contained, this transformer can be installed and 
connected directly to primary and secondary 
circuits without bus structures or external auxi- 
liaries of any kind. The features that make this 
possible are: 

1. Three-position oil immersed primary switch, 
permitting switching under excitation to or from 
either of two three-phase lines. 

2. Lightning arresters protecting both primary 
lines. 

3. Rugged, internal primary fusible links of 
high interrupting capacity for isolating trans- 


former from power lines in case of internal fail- 
ure. 

4. Ample, sealed air space above oil with 
weather proof pressure relief device. 
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Hewitt Rubber Corp. Acquires 
Robins Conveyors Inc. 


HOMAS Rosins, Jr., president of Hewitt 

Rubber Corporation of Buffalo, New 
York, recently announced that the company 
has acquired a controlling interest in Robins 
Conveyors Inc., of Passaic, New Jersey. In 
addition to directing the management of Hew- 
itt since 1936, Mr. Robins has been chairman 
of the Robins Conveyors executive committee 
for the past five years; there has been a close 
association between the two companies. 

According to the announcement, this com- 
bination establishes Hewitt as the only manu- 
facturer able to engineer and build all parts 
of belt conveying systems under single manage- 
ment and responsibility. It is claimed that 
jointly Hewitt and Robins have built and in- 
stalled throughout the world more of these 
“long line” conveyor belts than any other manu- 
facturer. 

The Robins Conveyors’ subsidiary already is 
engaged in the design and production of ma- 
terials handling systems in demand for con- 
version of industry to a peacetime basis be- 
sides the reconstruction of war-damaged areas. 


Consolidation of Horn Company 
and General Printing Ink Corp. 


> Seong the stockholders of the A. C. 
Horn Company ratified the arrangement 
entered into by their board of directors to con- 
solidate with the General Printing Ink Cor- 
poration. 

The A. C. Horn Company will hereafter 
be known as a division of the General Print- 
ing Ink Corporation. It is contemplated that 
the consolidation will change its name to the 
Sun Chemical Corporation, 

Plans are under way for joint research into 
many fields including paints, industrial finishes, 
adhesives, plastics, resins, new methods of pig- 
ment dispersion and general chemical research. 
The combined sales volume, catering to so 
many fields, calls for a vast expansion in re- 
search. It is expected that the strategic loca- 
tion of the plants of both companies through- 
out the country will enable them to lower dis- 


“MASTER*LIGHTS” 
© Portable Battery Hand Lights. 

® Repair Car Roof Searchlights. 
© Hospital Emergency Lights. 
CARPENTER MFG. CO. 
197 PE Sti Beston 45, 











iif Industrial Progress 


Selected information about products, supplies, and 
services offered by manufacturers. Also announce- 
ments of new literature and changes in personnel. 








tribution costs and give better service to cus- 
tomers, 

It is contemplated that A. C. Horn will be- 
come a member of the board of directors of 
the General Printing Ink Corporation, and that 
A. E. Horn will succeed him as president of 
the A. C. Horn Company division. 


Houston Lighting & Power 
Starts Expansion Program 


WwW has started on a $3,000,000 expansion 
program at the West Junction plant of 
the Houston Lighting & Power Company 
which will double its steam electric generating 
capacity. 

The unit will bring generating capacity up 
to 80,000 kilowatts, and will create a maximum 
of 300 jobs, according to Hiram O. Clarke, ex- 
ecutive vice president of the company. The 
work is expected to be completed by next sum- 
mer. 

Ultimate plans of the company include erec- 
tion of several other generating plants at points 
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Because you get maximum sulphur removal per 
pound of oxide. Lavino Activated Oxide is 
made especially for maximum activity a 
capacity, maximum trace removal and shock 
resistance. Comparing cost, ance and 
savings, we believe Lavino Activated Oxide has 
no close rival. 


For more information about its remarkable 
record, just write a note on your letterhead to 


E. J. LAVINO AND COMPANY 
1528 Walnut St., Philadelphia 2, Pa. 
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INDUSTRIAL PROGRESS—( Continued) 





Why dig through a 
PILE 
of Catalogs? 
Find the 
Fitting 
you need, 
quickly— 


in the COMPLETE line 


If you have a Penn-Union Catalog, you 
can instantly find practically every good 
type of conductor fitting. These few 
can only suggest the variety: 


Universal Clamps to take a 
large range of conductor sizes; 
with 1, 2, 3, 4 or more bolts. 


L-M Elbows, with compression units 

iving a dependable grip on both con- 

Spears. Also Straight Connectors and 
Tees with same con- 
tact units. 


Bus Bar Clamps for installa- 
tion without drilling bus. Single 
and multiple. Also bus sup- 
ports—various types. 


Clamp Type Straight Connectors 
and Reducers, Elbows, Tees, Ter- 
minals, Stud Connectors, etc. 


Jack-Knife connectors for simple 
and easy disconnection of mo- 
tor leads, etc. Spring action— 
self locking. 

Vi-Tite Terminals for quick 

installation and easy taping. 

Also sleeve type terminals, 

screw type, shrink fit, etc. etc. 


SS Ge 


b- 
es ar OT pans he 
copper; close dimensions. 

by the largest utilities and 
electrical manufacturers—because they 
have found that “Penn-Union” on a fit- 
ting is their best guarantee of Dependa- 
bility. Write for Catalog. 


PENN-UNION ELECTRIC CORPORATION 
ERIE, PA. Sold by Leading Jobbers 


PENN-UNION 
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on its system the size and capacity of West 
Junction, which is the junction of seven trans- 
mission circuits radiating in all directions to 
outlying towns. 


Dever Elected to Presidency of 
Brown Instrument Company 


Serge of Henry F. Dever as president of 
the Brown Instrument Company, a whol- 
ly-owned subsidiary of the Minneapolis-Hon- 
eywell Regulator Company, was announced re- 
cently by Harold W. Sweatt, president of the 
parent company. 

Mr. Dever, who has been serving as vice 
president in charge of engineering for Minne- 
apolis-Honeywell, succeeds Charles B. Sweatt 
as president of Brown. The latter has with- 
drawn from Brown and will henceforth devote 
his entire attention to’ supervision of the sales 
activities of Honeywell and its subsidiaries. 

Mr. Dever will also assume the responsi- 
bilities of E. B. Evleth, general manager of 
Brown, who, because of ill health, has request- 
ed that he be relieved of his duties. 

Engineering activities of the parent com- 
pany will be under the direction of W. J. Mc- 
Goldrick, who has been vice president in charge 
of aeronautical engineering. Under Mr. Mc- 
Goldrick will be consolidated the company’s en- 
gineering activities in the domestic and indus- 
trial heating and air conditioning controls field, 
and the operation of the aeronautical engineer- 
ing department. 


DAVEY TREE TRIMMING SERVICE 


1846 1923 


JOHN DAVEY 


Founder of Tree Surgery 


DAVEY 


Tree [RIMMING 
FOR 


LINE CLEARANCE 


Always use dependable Davey Service 


OAVEY TREE EXPERT CO. KENT, OHIO 


DAVEY TREE SERVICE 
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usually pays for ttself in a year - 


from then on it 





\; minded utility executives 
looking for ways to economize can 
profitably investigate the Vari-Typer 
--a@ machine which has demonstrated its 
savings a countless number of times. 
The Vari-Typer Composing Machine 
is operated by your office typist. 
She prepares master copy for safety 
manuals, forms, reports, operating 
instructions, etc., using a selection 
of Vari-Typer’s hundreds of dif- 
ferent styles and sizes of change- 


able types. This master copy is then 
reproduced on your own duplicating 
equipment or by offset printing’ in 
the usual way. The result is work 





araus profits! 


which looks like printing, but costs 
far less. And savings in supplies - 
stencils, paper, ink,metal or paper 
plates, etc. -- average 49% to 62%. 
It is not uncommon to save the cost 
of Vari-Typer on a single job. 

A Vari-Typer in your company can 
supply your various departments 
-- executive, accounting, sales, en- 
gineering, purchasing -- with their 
required paper work at new low 
costs. Why not look into Vari-Typer? 
A 16-page folder -- Vari-Typer, a 
new tool for business -- will give 
you the complete story.Please ask 
for folder P-9. 


TEXT COPY SET ON VARI-TYPER 


* Reg. U.S. Pat. Of. 
and foreign countries. 
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A TIRCUS PARADE 
LS 
FREE 


UNLESS IT'S 


YOURS 


a 
atl 

And if the one at the top is yours, 
you can bet it’s costing you plenty 
— both in time and money —to do 
jobs like the one illustrated. 

Why waste men and equipment, 
especially in the face of present 
shortages, to repair a highway break- 
up, do emergency welding on the 
job or accomplish any other rela- 
tively short construction job, when 
the mobile, self-contained Davey 
unit can do it in less time — at a 
fraction of the cost. 

Only Davey can give your truck 


a 


| a al 


s oO ug 
eA de ee ee ae 


this versatile combination equip- 
ment engineered as a unit. Select 
one of these three units — the 
Davey Auto-Air Compressor, the 
Compressor-Welder, or the Com- 
pressor-Welder-Lighting Generator 
— mounted on your truck and 
driven by the truck engine through 
the Davey Heavy-Duty Truck Power 
Take-Off, and you have ‘mobile 
equipment that swiftly conveys crew, 
tools and materials... provides 
immediate compressed air or electric 
power for welding or lighting. 


BRING YOUR ENGINEERING LIBRARY UP-TO-DATE 
145-58 

| DANA Sb Qanenes 

DEALERS IN PRINCIPAL CITIES —— 


Davey Catalog E-172, giving full information on Davey Compressors, Truck Power 
PN ng Pneumatic Saws plus other engineering data, available ae ob- 
igation. 
Se ey i OHIO 
i ae, 
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BRING YOUR BILL ANALYSES 
UP TO DATE 


You can save 50% in time and money with 


THE ONE-STEP METHOD 





Ba 
Se 
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OF BILL ANALYSIS 


LL but current bill frequency data has been rendered obsolete by the 
marked increase in kilowatt-hour sales. How much of this load will 
you retain? 











Now is the time to bring your bill analyses up to date. In addition to a 
knowledge of the existing situation, certain trends may be disclosed which 
will be of considerable value to you in planning your post-war rate and pro- 
motional programs. 


The One-Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 


We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One-Step Method of Bill Analysis.” 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York 5, N. Y. 


Boston Chicago . Detroit Montreal Teronto 
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Transformer Capacity 
of over 10,000,000 KVA protected by 
GRINNELL MULSIFYRE SYSTEMS 


Leading utilities in the United States and Canada 
have chosen Grinnell Mulsifyre Systems to protect 
more than 10,000,000 KVA of transformer capacity. 
Numerous other Mulsifyre installations protect cir- 
cuit breakers, switches, regulators, and similar oil- 


filled equipment. 


MULSIFYRE SYSTEM operate on the prin- 
ciple of emulsifying blazing oil with a driving 
spray of water. The oil is turned into a liquid 
which is incapable of burning. Fire is extin- 
guished in a few seconds and reignition is 
prevented. 

Complete separation of water and oil takes 
place in a few hours... leaves oil undamaged. 


There is absolutely no conductivity along the 


discharge of a Mulsifyre a orp when spray 


strikes conductors carrying high voltages. 

Mulsifyre Systems are permanently installed 
...they operate automatically or manually. 

Recommended by Underwriters’ Labora- 
tories for use in extinguishing fires in flamma- 
ble oils immiscible with water wherever such 
oil is a fire hazard — in transformers and other 
oil-filled electrical equipment. 


September 27, 1945 


See that your equipment has this 24-hour-a-day 
protection, before fire strikes. Experienced 
Grinnell engineers will help you plan protec- 
tion for your specific needs. 


GRINNELL COMPANY, INC. 
Executive Offices, Providence 1, R. I. 
Branch offices in principal cities, 
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Save to Win 


with these four simple rules 


of battery care: 


Keep adding approved water at 
regular intervals. Most local water 
is safe. Ask us if yours is safe. 


Keep the top of the battery and 
battery container clean and dry at 
all times. This will assure maximum 
protection of the inner parts. 


Keep the battery fully charged— 
but avoid excessive over-charge. 
A storage battery will last longer 
when charged at its proper voltage. 


Record water additions, voltage, 
and gravity readings. Don't trust 
your memory. Write down a com- 
plete record of your battery's life 
history. Compare readings. 


If you wish more detailed information, or 
heve a special battery maintenance prob- 
lem, 
We want you to get the long-life built 
into every Exide Battery. Ask for booklet 
Form 3225. 


-— Exide — 


don't hesitate to write to Exide. 


CHLORIDE 
BATTERIES 





...is a vital principle 
of utility operationl 


Conservation of materials is no new story 
to the men who operate public utilities. 
With thrift and efficiency they have always 
planned for conservation. 


They’ve squeezed the last ounce of use 
out of materials and equipment in their 
care .. . and today, that need is intensified. 


One helpful principle to follow is that of 
“Buy to Last—Save to Win.” Buy quality 
products and equipment, then care for it to 
avoid needless replacement. That conserves 
raw materials, labor, and space in factories. 
It these productive elements for essen- 
i production. 


THE ELECTRIC STORAGE BATTERY CO, 
Philadelphia 
Exide Batteries of Canada, Limited, Toronto 
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UNDERGROUND 
CABLEWAYS 


These 5 advantages of 
TRANSITE DUCTS 
assure low maintenance 


Permanently smooth bore...long cable 
ls and replacements are made easy. Danger 
damage to cables is minimized. 


asily and quickly installed...long, light- 
ght lengths and simple assembly method 
re rapid, economical installation. 


Inorganic...made of asbestos and cement 

mpressed under great pressure. This pro- 

es permanence and strength... makes these 
s immune to rust and rot. 


Immune to electrolysis...being entirely 
rganic and non-metallic, Johns-Manville 
ansite Ducts are not affected by electrolysis 
galvanic action. 


Incombustible...won’t contribute to the 
mation of dangerous smoke, gases, or 
nes. If burnouts do occur, these inorganic 

s provide maximum protection to adja- 
nt cables and permit easy removal of dam- 
pd conductor. 


complete details on J-M Transite Ducts, 
te for Data Book DS-410, Johns-Manville, 
East 40th Street, New York, N. Y. 


yhns-Manville 





TRANDSITE KUKYUCT above—tor imstaliativn in con 
Thinner-walled but otherwise identical with Cor 


TRANSITE CONDUIT—for exposed work and for us 
derground without a concrete encasement. 
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Ted 


You get all these 
exclusive advantages 
through TRIDENT 


macarae \y INTERCHANGEABILITY 


Parts in an 


Economy in Inventory 


New parts fit all models. No obsolete parts needed 
for old models. You get real standardization. 


Efficiency in Maintenance 


No time lost selecting replacement parts. Parts fit 
perfectly, saving labor. Fewer meters returned from 
the Test-Bench for re-work. 


Reliability in Performance 


Modern improvements in new parts mean a higher 
standard of reliability in repaired Tridents. 


Assurance Against Depreciation 


Interchangeable parts are your assurance that your 
Tridents do not become obsolete through future im- 
provements. 


Utmost in Revenue 


Interchangeable parts permit you to increase your 
standards of accuracy for repaired meters at the 
Test-Bench. 

125r 


WEPTUNE METER COMPANY « 50 West 50th Street « New York 20, N.Y. 


Branch Offices in CHICAGO. SAN FRANCISCO. LOS ANGELES. PORTLAND, ORE.. 


Over 6/2 MILLION sold —the great majority still in service 
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EGRY SPEED-FEED may be attached to any it 

standard typewriter te one minute, with- 

out change in construction or operation, 

and with Egry Continuous Forms, prac- 

tically doubles the output of the operator 

since all her time becomes productive. Y/ ; 


@ The systems shown at the left step 
up the making of handwritten and 
typed records for the reason that time- 





EGRY TRU-PAK speeds the writing of all consuming, tiresome, manual opera- 
Bg ag h ne ae egg ee tions, such as inserting and removing 
and temptation. Assures positive control loose carbons from the forms, have 


over all recorded transactions. 


been eliminated. When you use Egry 
Business Systems you'll find that more | 
records are written in less time be- 
cause the operator’s efforts are pro- 
ductive. You will be interested in 
learning more about the worth-while 
advantages which accrue to the users 
of Egry Business Systems. Literature 
containing full information will be 








EORY ALLSET Forms are individually bound sent on request. Or for visual proof 
i aeuin ais Ges chloe wookt'ee of the usefulness of these systems, a 











handwritten records. practical demonstration may be ar- 


ranged in your own office, at your 
convenience. This entails no cost or 
obligation whatever. 

tt E , +, & 
Mihir tiring 


~~ with EGRY BUSINESS SYSTEMS 










THE EGRY REGISTER COMPANY, DAYTON 2, OHIO, Dept. F-927 
EGRY CONTINUOUS FORMS LIMITED, King and Dufferin Sts., Toronto, Ontario, Canada 
Egry maintains sales agencies in all principal cities 
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KINNEAR DOORS 
offer ADDED 
SAVINGS with 
this KINNEAR 

Motor Operator 





EE LEA 


REST 


LE 
is 
Be 
@ 22 
& 
be 


SE RO 


£" 


A touch on the button assures “attention-free” opera- 

tion of the KINNEAR Motor Operated Rolling Door 

giving added savings in manpower, in heating and air 

conditioning costs, and in time. The KINNEAR Motor 

Operator is an integral unit. The motor is a specially 

designed high torque output unit utilizing machine 

cut gears and precision bearings. 

OTHER KINNEAR FEATU! INCLUDE: Flexible steel slat curtain that coils out of the way....Kin- 
near’s “tough” all-steel ., ruction stands up under hard night-and-day service. . . . All wall, floor 
and ceil space aroun is always usable. . . . Many others. For complete information, write 


today! THE KINNEAR MFG. CO. Factories: 2060-80 Fields Avenue, Columbus 16, Ohio; 1742 
Yosemite Avenue, San F isco 24, California. 


Offices and Agents in Principal Cities. 





fea KINNEAR 
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HYDRAULIC TURBINES 
and 


ACCESSORY EQUIPMENT 


NEWPORT NEWS SHIPBUILDING 
AND DRY DOCK COMPANY 


NEWPORT NEWS, VIRGINIA 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in ail matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 

















Tar American Aprpraisat Company 
ORIGINAL COST STUDIES « VALUATIONS e REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








oesox —_ SFOTY, Bacon « Davis, anc. wx» orsm 


CONSTRUCTION . APPRAISALS 
Engineers 


VALUATIONS AND REPORTS 
NEW YORK PHILADELPHIA WASHINGTON CHICAGO 








GILBERT ASSOCIATES, Inc. 


SPECIALISTS 


ENGINEERS 
Steam, Ehenue Gen, Hydro, POWER ENGINEERING SINCE 1906) puictasing and Expediting, 
Rates, Research, Reports, 


Picton and ome ime Serving Utilities and Industrials Posnnanal Rekatbona 
ting Betterments, . 
eee Reading, Pa. Original Cost Accounting, 


Inspections and Surveys, 
Feed Water Treatment. Washington New York Accident Prevention, 




















(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 


FREDERIC R. HARRIS, INC. , 


Engineers _ Constructors Management 
Reports Appraisals Valuations 
NEW YORK 
Knoxville San Francisco Houston 














Engineers . WILLIAM 8S. LEFFLER Economists 


SPECIALIZING IN 
COST ANALYSIS—Unit Cost Determinations 
RATE RESEARCH — OPERATING REPORTS 


on 
ELECTRIC — WATER — GAS Utility Operations 
Noroton, Connecticut 


LOEB AND EAMES 


Public Utility Engineers and Operators 
Ice and Refrigeration 








Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET. NEW YORK 


J. H. MANNING & COMPANY 


120 Broadway, New York 
ENGINEERS 


Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 

Public Utility Affairs inclading Integration 














PUBLIC UTILITY ENGINEERING & SERVICE 
CORPORATION 
CONSULTING ENGINEERS . 


DESIGN OPERATIONS 
STEAM — HYDRAULIC — GAS 


231 S. LA SALLE ST., CHICAGO (4), ILL. 


SANDERSON & PORTER 
ENGINEERS AND CONSTRUCTORS 
Design and Construction of Industrials 














Sargent & Lundy 


ENGINEERS 
Steam and Electrie Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 
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STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * CONSULTING ENGINEERING * APPRAISALS 


BOSTON « NEWYORK « CHICAGO + HOUSTON « PITTSBURGH 
SAN FRANCISCO 


LOS ANGELES 








The J.G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET 


NEW YORK 4, N, Y. 








ALBRIGHT & FRIEL, INC. 
Consulting Engineers 
Water, Sewage and Industrial Waste Problems 
Airfields, Refuse Incinerators & Power Plants 
Industrial Buildings 
City Planning Reports 
Laboratory 


1520 Locust Street 


Valuations 


Philadelphia 2 


JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








BARKER & WHEELER, ENGINEERS 


DESIGNS AND CONSTRUCTION — OPERATING 
BETTERMENTS — COMPLETE OFFICE SYSTEMS — 
MANAGEMENT — APPRAISALS — RATES 


12 PARK PLACE, NEW YORK CITY 
36 STATE STREET, ALBANY, N. Y. 





JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and re- 
ports, design and supervision ef cen- 
struction of Public Utility Properties 


470% BROADWAY KANSAS CITY, MO. 





LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSauie St., Cricaco 








EARL L. CARTER 
Consulting Engineer 


REGISTERED IN INDIANA. NEW YORK, On1O. 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 


A. S. SCHULMAN ELgctric Co. 
Contractors 


TRANSMISSION LingsS—UNpDERGROUND DistRi- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


537 SoutH Dearsorn St. Cricaco 














W. C. GILMAN & COMPANY 
ENGINEERS 


and 
FINANCIAL CONSULTANTS 


55 Liberty Street New York 








MANFRED K. TOEPPEN 
ENGINEER 
- CONSULTATION — INVESTIGATION — REPORTS 
MARKET AND MANAGEMENT SURVEYS . 
VALUATION, DePRECIATION AND RATE 
MATTERS 


261 Broadway New York 7, N. Y. 
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MICA 
CAPACITORS 


% The many processes that are required in pro- 
ducing SANGAMO MICA CAPACITORS ‘in- 
volve numerous critical operations. Some of these 
are MICA SPLITTING, MICA GAUGING, 
MICA PUNCHING, MICA INSPECTION, and 
CAPACITOR STACKING. 


* To achieve FXCELLENCE, a well planned, 
effective quality control is maintained every step 
of the way. Skilled operators have the most mod- 
ern mechanical equipment with which to work. 
This, together with competent supervision, has 
enabled SANGAMO to play an important part 
in meeting the heavy and exacting requirements 
of wartime America. 


*® The complete line of SAN- 
GAMO MICA CAPACITORS Y 
merits every confidence of the iy 

y y) 7 


most exacting user of YL Zz 


— 
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SANGAMO ELECTRIC COMPANY fiiver: 
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CLEVELA 


THE CLEVELAND TRENCHER COMPANY 
20100 ST. CLAIR AVE, © CLEVELAND 17, OHIO , ate 
“TLEVELANDS” Save More... Because They Do More . oe 
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